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CHAPI'ER ~ 
It is entirely possible that a reader mulling over the title, The 
Concept of Professionalism in the Insurance Industry, will shrug and say, 
11 I can1 t believe that 11 , meaning that he cannot believe that there is 
such a thing as a concept of professionalism currently existing within 
the biggest industry in the United States. The reader may remember that 
Lewis Carroll told us that Alice said, 11 I can1t believe that". The reply 
which the Queen made to Alice was, in a pitying tone, 11Can1 t you? Try 
again; draw a long breath, and shut your eyes. 11 
Obviously, I plead with you not to shut your eyes; but draw a long 
breath and try again. 
Herein is contained an analysis of the insurance industry which demon-
strates conclusively that there is present a concept of professionalism. 
The reasons suggested why further professionalization is both desirable and 
necessary are, I think, sound. It is with humility that I have suggested 
some ways in which the desired end might be accomplished. However, a much 
wiser man than I expressed my feelings concerning the accomplishment of the 
goal in the following words: 
11 Is the fulfilment of these ideas a visionary hope? Have 
they insufficient roots in the motives which govern the 
evolution of political society? Are the interests which 
they will thwart stronger and more obvious than those 
which they will serve? 
••• If the ideas are correct--an hypothesis on which the 
author himself must necessarily base what he writes--it 
would be a mistake, I predict, to dispute their potency 
over a period of time • 
••• The ideas of economists and political philosophers, 
both when they are right and when they are wrong, are 
more powerful than is commonly understood. Indeed the 
world is ruled by little else. Practical men, who 
believe themselves to be quite exempt from any intellec-
tual influences, are usually the slaves of some defunct 
economist. I am sure that the power of vested interests 
is vastly exaggerated compared with the gradual encroach-
ment of ideas. Not, indeed, immediately, but after a 
certain interval; for in the field of economic and politi-
cal philosophy there are not many who are influenced by new 
theories after they are twenty-five or thirty years of age, 
so that the ideas which civil servants and politicians and 
even agitators apply to current events are not likely to 
be the newest. But, sooner or late, it is ideas, not vested 
interests, which are dangerous for good or evil." 
The word 11 concept 11 is used advisedly in the title of this monograph: 
The Concept of Professionalism in the Insurance Industry. The reader 
should note that 11 the definition" was not used. Nor was the word 11 criteria11 
used. 
Webster's Collegiate Dictionary defines the word 11 concept 11--derived 
from the Latin word conceptus, and the French concipere, which means to 
conceive, as a thought; an opinion. Herein we shall describe what are 
the thoughts and the opinions about professionalism in general, and how 
they relate to the insurance industry, in particular. As used in philo-
sophy, · concept means "distinguished from a precept; also a mental image 
of an action or a thing." Thus, too, I am describing the image of 
professionalism as it currently does exist and can exist. 
Voltaire said, 11 If you wish to converse with me, define your terms. 11 
Even though Erasmus lived before Voltaire we might take his remark as a 
reply; 11Every definition is dangerous. 11 
Perhaps the nature of a profession is so amorphous as to defy descrip-
tion. Perhaps one of the reasons why so many great men have had difficulty 
in arriving at a definition of a profession is due to the fact that they 
were really trying to discover how a profession operates rather than why 
it exists. 
Bernard John Daenzer, in 1953, writing on "Ethics and Instirancen, 
said,that insurance 11 producers are ~dually becoming professionalized". 
By 1954, the same author referred to "producers in the insurance 
profession11 • 
.M . L. Landis titled an article categorically 11 Insurance is a professionn. 
However, in the context of the article, he says, 11 More and more, 
insurance is referred to as a profession." 
The code of ethics of the National Association of Insurance Agents 
contains these words: " I regard the insurance business as an honorable 
profession ••• 11 
Mr. M. L. Landis declared ~ "Insurance, nowadays, is re-
ferred to as a profession." He points out that the meaning of 
professi onalism is not clear to the insurance producers, to insurance com-
panies, or to the public. Naturally, I hope that my work here will help 
to clarify that meaning. There is extensive literature of definitions of 
profession. My research into these writings reveals that there is no 
unanimity of opinion on the meaning of the word. Dictionaries serve as 
a source for many writers. For most writers, dictionaries serve as a 
jumping-off point. They take the dictionary meaning, and then carry it 
forward. 
Some authors give a definiton of a profession--usually restricted, 
and having restricted utility. Other writers simply refuse to venture a 
definition. 
The problem of defining professionalism, or even describing it, is 
an evidence of one of the central problems facing our culture: that is, 
the difficulty of communicating ideas. 
It has helped me to ·think in terms of three separate levels of defi-
nitions of the word profession and professionalism. The first type of 
definition is historical and generally descriptive. The second level of 
definition is best called persuasive. The third level of definition may 
be termed operational and is designed to furnish the basis upon which 
individuals and associ ations may make specific decisions with respect to 
particular behavioral patterns of the profession. 
Historical and lexicological definitions reveal the complexity of 
the concept. Research into the area of these types of definitions demands 
a sustained effort to clarify the subtle distinctions that the various 
authors make. Quite naturally the standard etymological works serve as 
valuable sources for definitions at this level. It was necessary, how-
ever, to supplement such descriptions by examining the writings of many 
other men. I think my analysis of such writings has been objective enough, 
and rigorous enough, to provide the basis for a defensible statement or 
description of the essentials of profession. 
Persuasive definitions are those that consciously, or unconsciously, 
try to direct, or redirect, people's attitudes. A true profession demands 
difficult and long training and education, and demands that the practi-
tioner adhere to a very exacting ethical code. Because man is man, he 
needs to be encouraged and persuaded to undertake the difficult. 
It is significant to note that the criticisms of professional groups 
usually arise from a failtlre either to have undertaken sufficient training 
and education, or for violation of an ethical code. Apparently exhortations 
are therefore necessary. In any case they exist. 
Both the historical and persuasive definitions exist in the litera-
ture of insurance. What remains to be done is further research by 
insurance professionals into the third level of definition. Neither the 
first nor the second type of definition gives us the tools, or the opera-
tional criteria, for evaluating whether specific phenomena should be 
classified as unprofessional, non-professional, or professional. The 
third level of definition, which is termed operational, provides the 
basis for rules of professional conduct. This monograph demonstrates 
clearly that what is still needed is more research, and further exami-
nation and analysis of specific behavior reactions; in short, further 
trial and error in developing a theory of insurance professionalism. 
It is within the area of operational definitions that the complex 
problems of professional ethics have been effectively attacked by associ-
ations of medical men, legal men, and architects, for example. Operational 
definitions set forth a specific criteria for general and special education 
for the profession. Professor Huebner and Professor Loman have done pioneer 
work in this area for the insurance industry. It is the operational defini-
tion, and not the historical or persuasive statement, that spells out the 
specific requirements for admission to practice, and the standards for 
competent service. 
It is a sociologist, Dr. Benson Y. Landis, who points out that the 
time and energy necessary to build up a body of decisions, illustrative 
cases, and precedents is well worth it. Professor Landis points out 
that those professions that have set up the machinery for control based 
upon a code containing clear definitions of situations are the professions 
which have the best control, and, therefore, the best status and prestige. 
Professional insurance men should be made aware as a result of this 
study of the need for further research and self-examination. It is in 
their enlightened self-interest to support extensive investigations of 
their own behavior and their problems. The alternative is to resign them-
selves to vagueness about their own rights, privileges and responsibilities, 
and to creeping encroachment by pseudo-professionals (if that 1s what they 
be)--the mail order firms, the department store. 
It may be significant that, while there is a lot of talk about prof-
essionalism in the insurance industry, and while two societies (C~L.U. 
and C.P.C.U.) are devoted specifically to the advancement of the profession, 
not a single insurance text published in America today (as far as I could 
determine) even mentions the word "professional", "professionalism", or 
11 professionalization11 , or makes any reference to insurance as a profession 
in the index. 
The word 11industry11 in the title of this monograph was chosen purpose-
fully. Before explaining the reason for my insistence on its use, perhaps 
Confucius can pin-point the necessity for rectifying the meaning of words. 
11Sir, 11 said Tzu Lu, 11 the Prince of Wei is waiting for you 
to assume the administration. What will you do first, 11 
The Master Confucius ,· said, 11The essential thing is to 
rectify the ~ of ~.11 Tzu Lu said, 111fhat, Sir\ 
you are speaking off the point. What has such a recti-
fication to do with government?" The Master said, 11 How 
unmannerly you are, Lut When a man of breeding comes 
to anything he does not understand, he more or less blames 
himself. If names be not used correctly, then speech gets 
tied up in knots; and if speech be so, then business comes 
to a standstill." 
It may be well to clarify the use of the word 11industry11 in the · 
title of this monograph. A director of education of the oldest group 
of insurance companies in North America implies that we should refer to 
the insurance business, rather than the insurance industry. 
The Encyclopedia Qf Social Sciences reveals that business is a term which 
etymologically means the state of being busy. Even in the restricted 
field of economics, it is used in a rather comprehensive sense to desig-
nate any activity wherein a person seeks to gain a livelihood or a 
profit. (Incidentally, the same reference refers to the concept 
of 'business as a profession11 as a recognition that price competition is 
neither a certain nor a consistently satisfactory regulator of the 
business system. Thus, the professional attitude in business develops 
the thesis that profit is not an end in itself, but rather a means to 
an end. The general consensus of those who adhere to business as a 
profession is that 11 He profits most who serves best. 11 Personally, I am 
leary of such platitudes.) 
Webster's Dictionary is of little help to us in this.connection: 
Industry is defined as ••• an occupation or business; especially one 
which employs much labor and capital and is a distinct branch of trade. 
Economists universally define an industry as a group of firms pro-
ducing a homogeneous commodity (product) or a group of commodities that 
are close substitutes of each other. The problem of description is not 
a quibble, but probably has great significance. While there is a cen-
tral core of agreement for a definition of an industry, the real problem 
arises in defining the commodity, product, or service. Professor Harriss 
says, IIVfhere product frontiers are vague, invasion is always a threat • 11 
He had no reference to the insurance industry, but ~rhaps he would 
explain the entrance of Sears-Roebuck into the insurance field as 
evidence of a vague definition of "insurance" by the industry. My 
own explanation would be quite dissimilar. (See discussion RE "Product 
differentiation".) 
The problem of measurement of concentration of power within indus-
tries, in particular the insurance industry, focuses attention upon the 
necessity of some further thinking to delimit the industry, or industries. 
Within the field of Life Insurance, we may observe an industry with about 
$100,000,000,000 assets, which can tolerate, or enjoy, more billion-dollar 
firms than a smaller industry without being accused of domination by t wo 
or three producting units or firms. 
With all the limitations that the word 11 industry11 bas, it is the 
best available. The use of 11 business 11 as a descriptive word would 
exclude any discussion concerning the possibility of, or advisability 
of, or attempts to 11legislate 11 standards through licensing, and by 
certification (C.L.U. and C.P.c.u.). 
It is paradoxical that in spite of universal acceptance of the 
f act that economics serves as a necessary foundation upon which a 
student shall build a -firm awareness of insurance principles, that 
some insurance experts--even specialists who were first trained as 
economists-l>.ave slipped and instead of describing the industry as an 
industry, have used the word business instead. Professor Robert Riegel 
and NJr. Jerome S. Miller refer to the "structure of the insurance 
business". They are not alone. 
Even though Section .01.03 of the Washington Insurance Code says, 
11The business of insurance ••• 11 , the Insurance Commissioner of the State 
of Washington, ~~. William A. Sullivan personally uses t he word industry. 
In the page before his introduction to each of two excellent insurance man-
uals, Mr . Sullivan says, 11The valuable assistance of the Agents Qualification 
Committee and other members of the insurance industry in the preparation of 
this manual is gratefully acknowledged." 
Other experts have unwittingly contributed to t he confusion that cur-
rently exists in designating the insurance industry, properly as an industry 
rather than a business. Mr. G. F. Michelbacher refers to his classic work 
as a book on 11 one of the great branches of the insurance business". 
Professors Mehr and Camn1ack refer to the insurance business in the context 
of discussing the establishment of prices in the insurance business as dif-
ferent from that in other fields of endeavor. and, again, 11public 
regulation of the insurance business is necessary to protect the innocent 
buyers of insurance against any would-be unscrupulous companies. 11 
Professor c. A. Kulp says that, 11 insurance may be defined as a business, 
or a broad social device. 11 
Cynics have long suspected that one of the devices used by special-
ists to restrict their numbers (and thereby enable them to increase the 
price charged for the service they perform) is to use a unique vocabulary. 
Whether or not this suspicion is correct, it is necessary to "rectify the 
terms", as Confucius said, and agree that the insurance industry is an 
industry as defined by economists. 
Other .experts have used the word 11 industry11 consistently. Mr . John 
Magee, for example, refers to insurance as, "a basic industry". 
l.V"Jr. William H. Rodda speaks of "industry regulation" , and in 
referring to the Southeastern Underwriters Association case, he says, 
11 The insurance industry was in a dilemma." Professor Victor V. 
Sweeney, in his recent article on insurance companies in American Finan-
cial Institutions, uses the term insurance industry. 
Still others use the word business and industry almost interchange-
ably. 
Dr. S. S. Huebner in speaking of the professional educational stan-
dards and cownenting upon the i ncrease in the number of advanced courses 
given by colleges and universities in the field of insurance, says: "all 
this, of course has been of great benefit to the i nsurance industry." 
Dr. Huebner also uses the word business when referring to life underwriting 
he says, 11 l''ew businesses are so complex. 11 
Professor Harry J. Loman, in "College Education for Insurance: A 
Mi nimum ~gram" refers to 11 The task left for the Insurance Business" as 
a title for a section. Within the same section, however, he refers to the 
insurance industry when he says, "Until the day comes when more specialized 
training is feasible, the industry must assume the responsibility for 
handling the training process itself. 11 He continues, 
"However, the greater the extent to which industry and 
education comprehend the nature of their joint problems 
in providing adequate preparation, recognizing the res-
pective part which each should play in the entire process, 
_and coordinate their respective activities, the more econ-
omical, efficient and generally satisfactory is the result 
likely. 11 
By now it should be clear that insistence upon the use of the word 
II I NDUSTRY11 is proper and necessary. 
In the insurance industry the producers' activities which are most 
readily identified as professional are those carried on by the American 
College of Life Underwriters, the American Institute for Property and 
Liability Underwriters, Incorporated, the Society of Chartered Life 
Underwriters, and the Society of Chartered Property and Casualty Under-
writers. While these activities are primarily educational, profession-
alism involves much more than the taking of courses or the passing of 
examinations. Of course, these organizations would be the first to 
admit such a fact. 
A secretary of a large Insurance Group pointed out, 11 ••• the project 
on the concept of professionalism in the insurance industry is most 
ambitious - and appropriate at a time when merchandisers in other fields 
have invaded insurance with no pretext of professional qualifications, but 
rather on the basis of over-the-counter and direct-mail selling". 
It is the opinion of a secretary of an insurance buyers' association 
that "insurance is becoming more specialized and therefore professional-
ism is very definitely in order". Perhaps he is ~emonstrating 
that professions have sprung from the liberal tradition and must return 
to it. The recent emphasis in the curricula of many universities indi-
cates inter-disciplinary studies are a necessity. This study is no 
exception. 
Perhaps N'.II'. llii . Landis, C .P .c. U. , was groping for an interdisciplin-
ary approach when he observed: 
"The difficulty with this subject, (professional insurance), 
of course, is that there is not much about it in any one 
book but so much about it in so many different books. The 
-moral then seems to be that one must look for wisdom on 
this matter wherever one can find it. 11 
!f there were need to marshal evidence to substantiate an inter-
-e 
disciplinary approach--aside from the obvious inadequacy of any other 
approach--one could find it expressed by the economists at the American 
Economic Association's 1954 Convention. The words of Business Week, 
January 8, 1955, summarize the thinking of the men at the Convention in 
this manner: 
"They were not afraid to make specific recommendations 
for action, and they were generally willing to risk 
their necks and other people's money on these recom-
mendations." 
Professor Simon Kuznets of Johns Hopkins University assembled younger-
than-usual meu to discuss subjects for the Convention. One of the 
several characteristics which this group of younger men had in common 
was that they were 
11 rebellious over the formal distinctions between the 
various social sciences-the lines that separate econ-
omics from sociology, psychology, and similar studies. 
They wanted to take what the academicians call an 
interdisciplinary approach to problems that they 
regard as too much for economics alone. 11 
"Interdisciplinary", as I conceive it, is a synonym, in social 
sciences, for what is even more recently described as the'behavioral 
sciences". Generally the behavioral sciences include the six 
fields of economics, anthropology, government, history, psychology, and 
sociology, with their applications in business, education, law, medicine, 
public health, and the other areas of graduate and professional study. 
In a sense this work is a plea for a consideration of macro-profes-
sional development of the insurance industry's professional personnel. 
Currently, the marvelous development fostered by the College of Idfe 
Underwriters and the American Institute for Property and Casualty Under-
writers is a trend toward micro-professionalism. 
N~ny developments in education wherein ~pecialization has proved 
inadequate because it failed to develop the necessary breadth of thi~~ng 
and development of the individual have resulted in much literature, dis-
cussion, and experiments in the field of "general education". Thus too, 
while it was necessary at one time for those connected with the Insurance 
Industry to become expert (specialized) in the subject matter which is 
insurance, general education is conceived by some insurance educational-
ists as involving primarily economics ~nd some of its branches--finance, 
accounting). As an economist, I would be the last to observe that such 
a development is not only necessary, but long overdue. However, it is 
suggested in this work that something beyond (even) breadth in the field 
of economics is necessary. The necessity for interdisciplinary approach 
to the insurance industry is assumed. Thus, a macro-professional approach 
is necessary if the insurance industry is to attain and retain the status 
that it must earn in our free society. The consumers of insurance deserve 
no less. 
If general education is construed to be a superficial survey of the 
field of social sciences, for example, admittedly general education is 
not the answer for the active-thinking, responsible citizen. Since those 
engaged in the insurance industry must fall into the category of being 
active-thinking, responsible persons, they must look to not only economics, 
but also appeal to philosophy as well as to psychology, sociology, anthro-
pology, history, and government if they are to understand themselves, the 
economy within which they work, the people with whom they deal and the 
goals toward which they must strive in order to make for a more productive 
America. 
W~en the author first addressed himself to The Concept of Profess-
ionalism in the Insurance Industry, he soon began to feel like the jack-
daw who is reputed to have painted himself white and associated with doves, 
hoping thereby to become like them and to fly with them. This sensation 
was prompted by remarks such as, 11There will be no professionalism in 
the insurance industry until those who earn a liv_ing therein, do not have 
to worry about the next rent payment. 11 Soon, however, the author 
discovered a wealth of material concerning the subject area. The problem 
became one of synthetizing, editing, limiting, selecting, the thinking of 
many persons rather than constructing a new theory. 
This, then, is a pilot study. In no sense should this work be inter-
preted as the final, definitive study in this field. Dr. s. S. Huebner, 
who is considered the patriarch of insurance education, had previously 
addressed himself to ~ Professional Concept in ~ Underwriting. 
Perhaps the best related study in other-than-life insurance is an u_~pub-
lished thesis by Mr. Henry K. Duke, C.P.C.U., C.L.U., F.I.I.A., THE HAZARD 
AND THE INSURANCE SURVEY: (A PHILOSOPHY OF INSURANCE SERVICE). 
--
In a sense, this work is a theoretical analysis. No apologies are 
necessary for propounding a theory. While some insurance journals 
pride themselves on being devoid of theory, their stand simply reflects 
their (ignorance or) misqonception that "theoretical and practical11 are 
mutually exclusive terms. John Stuart btlll defines theory as the explana-
tion of practice. It is impossible for an insurance theory, or any theory, 
whether in physical or social sciences, to be sound, and not work out in 
practice. If a so-called 1theory11 does not woJ;'k out in practice, the theory 
is wrong, or improperly (or inadequately) formulated. 
Further professionalization of the insurance industry requires the 
solving of many complex problems. Is it worth the effort? · This whole 
monograph is a partial answer. More specifically, we should note the 
regard which the public has for professionals in general, and for 
insurance producers, in particular. 
Sociologists, more than any other single group, have supplied us 
with scientific information concerning occupational status. Vocational 
guidance counselors have long known that prestige factors interfere with 
appropriate vocational choices on the part of youth and adults alike. 
Their studies reveal several significant points for ~ Professionalism, 
by any description or definition, involves, among other things, highly 
specialized training and a considerable degree of responsibility for 
public welfare. These two factors represent the chief components for 
job-prestige. 
Dr. Hatt's study shows the standard professionals score higher when 
ranked according to importance by the general public. For example, pro-
fessional groups--which include physicians·, lawyers, college professors, 
scientists, scored highest in occupati on ratings by thousands of persons. 
While Hatt's study demanded a ranking of a hundred different occupa-
tions, Professor Counts, in 1925, surveyed forty-five occupations. 
Professors Deeg and Patterson, in 1947, verified Counts' study by ranking 
twenty-five occupations. These 1 studies demonstrate that the 
professional persons continue to receive high ranks or ratings, whereas 
the skilled trades and technical occupations fall into the intermediate 
category. The semi-skilled and unskilled occupati~n~ a re given low 
ranks by a scientifically selected sample of the general public. 
It is particularly :=,~ignificant that the status rating o:f the 
traveling salesman occupation has dropped in the last twenty years, 
whereas the ranking of insurance agent has risen by almost an equal 
amount. This trend started earlier than post War II. We note in Dr. 
Nietz's study, in 1935, wherein he too discovered the traveling sales-
man falling in rank, whereas the rank of insurance agent was rising. 
(Perhaps, the C.L.U. and the C.P.C.U. programs are beginning to bear 
:fruit in this area.) One of the reasons which might be hypothesized for 
the declining role of the traveling salesman is an intuitive awareness 
that some services cannot be sold. They always are bought. (See below-
section on counseling). 
Dr. Hatts r study has :further in:ferences · for us. For example, with 
respect to 11 adequate 11 education there appears to be an increased awareness 
that competition and specialization have revised educational sites upward-
ly in a very drastic fashion. 72% of the college-educated persons inter-
viewed, and 74% of the professional people, indicated that college training 
is a "must 11 for young men who hope to get along well in the world. 
The problem of what makes a job excellent was faced by this study. 
While high income was most frequently mentioned by the public as the most 
important criterion for an excellent job, almost as many people felt that 
a job should be judged in terms of its necessity: and service to humanity:. 
Social prestige and training requirements tied for third place. Profess-
ional people, the college-educated, and the prosperous placed less emphasis 
upon material values. 
' ' 
It seems that the standards by which people judge the desirability of 
a job are largely determined by their own experiences, ambitions, and 
needs. These same persons (professional people) were more likely to eva-
luate occupations in terms of the satisfaction to be derived from the 
job's contribution to society, or the social prestige of the work. 
Those living in large cities were more inclined to think of social pres-
tige as did the people in the Northeast, while the service aspects of 
the job appealed to Westerners. It seems to me that the former (social 
prestige) is generally a seguitor of the latter (service). 
Clearly, the American people evaluate the jobs performed by their 
fellowmen. Professionals attain higher status rankings than skilled 
technicians. It is natural for a person to want the respect of his 
fellowmen. If the insurance industry wishes greater respect, it must 
earn it. One wa:y to earn respect and confidence is to attain professional 
status. If this monograph demonstrates anything, it reveals that the 
process of professionalization is not easily accomplished. 
Our national passion for measurement has prompted some curious devel-
opments in the insurance industry, as elsewhere. One such attempt at 
awarding symbolic (and perhaps futile) prizes is currently being attempted 
by the National Board of Insurance Producers. 
In California, there is a National Board of Insurance Producers which 
differentiates between professionalism and reliability. The 
Board certifies an agent's 11 practical 11 administration. Requirements which 
are primarily quantitative are set up concerning the producer's records 
(that is, his ledger, and bank account). He must reveal the premiums, 
commissions, and balances due to companies. An attempt is made to cal-
culate a general operating efficiency. Overhead for a Grade AA agent may 
not be more than forty per cent of income, and general insurance income 
may not be less than eighty-five per cent of total income. A Grade A 
agent would have overhead of not more than fifty per cent, and would be 
permitted to have slight deficiencies in fiduciary funds. The purpose 
of this certification is to 11 edify the public". The Board seeks to set 
apart those with whom the writing of insurance is an independently-owned 
and managed business enterprise of high reliability. 
This is the kind of technique which I would feel unnecessary to meas-
ure an insurance professional. It should be presumed that a practical 
administration of an azency was a condition precedent to attaining a 
professional status by one producing on an agency level. The National 
Board of Insurance Producers conceives professionalism as emphasizing 
one's theoretical qualifications. Thus, a distinction between theory and 
practice is attempted. Such a distinctio~ as pointed out above, is un-
realistic. 
However, one cannot dismiss the effort of 11 edification11 for two 
reasons: (1) The President of the National Board of Insurance Producers 
is a former director of the National Association of Insurance Agents, 
and therefore commands the ·respect of the industry, and (2) A somewhat 
similar approach is used in England. It is generally conceded that 
insurance brokers in England have a status quite different from those 
in America. 
In England one need not have a license, and, in fact, it is still 
possible for one to become what is known as an 11 own-case 11 agent. Thus, 
a man wishing to take out a life policy, for example, can approach an 
insurance company, complete an agency form, take out a policy for himself 
and qualify for an agent's commission. While there is a strong feeling 
against this practice in England and it is declining, the insurance 
companies continue to grant this kind of rebate. 
In this connection, iVll'. Bennett tells us of a Chicago Agency 
representing, among other companies, the F~tford, the National, the 
North British and Mercantile, the German-American, and the St. Paul 
Fire and n~ine, distributed, in 1885 to every property-owner it could 
locate the following notice: 
11Large Companies and Low Rates of Insurance~ 
We are paying brokers large commissions for bringing 
business to us, but have now decided to pay this com-
mission also to the owners of property who places 
(grammar not mine) his insurance directly with u.s. 
Applications for insurance may be made by mail, tele-
phone, or otherwise and we will make as low rates as 
any reliable company, and in addition allow the same 
repate to you that we pay to brokers, thus making a 
considerable savings in the cost of your insurance." 
Ivll'. Bennett observes: "Competition may be the life of the trade, 
but be thankful that competition of that nature is buried with the 
dead past." 
The Lloyds brokers are in a completely different category from 
non-Lloyds brokers. Because of the rigorous requirements for member-
ship at Lloyds, the brokers there have attained prestige throughout 
the world. The standards of the brokers themselves at Lloyds are 
very high. There are two hundred or more firms vd. th staffs from 
twenty to seven hundred and fifty doing business at Lloyds, so that 
competition remains very keen. 
Lloyds brokers are aware that competition can sometimes le~d to 
a lowering of standards. However, the motto of Lloyds, Uberrima fides 
('rhe utmost good faith), still typifies the able, honest and straight-
forward underwriter at Lloyds. 
Lloyds brokers seeking to join the association called The Corpora-
tion of Insurance Brokers need not file such an audit certificate. 
Lloyds requires an audit certificate annually from the brokers doing 
business there. Those who are not Lloyds brokers, and who wish to 
become members of the Corporation of Insurance Brokers, must meet the 
standards of the association and supply an audit certificate, apparently 
somewhat similar to that required by the National Board of Insurance 
Producers in the United States. 
. ' 
There is another important institute in England, called the. Chartered 
Insurance Institute, which is concerned primarily with education. The 
Associate of the Chartered Insurance Institute designation and the 
Fellow of the Chartered Insurance I nstitute designation, which are abbre-
viated as the A.C.I.I. or the F.C.I.I., are the highest obtainable in the 
profession in England. 
The appendix shall record the code of conduct for insurance brokers 
in England. 
While the English code of ethics emphasizes at the outset the ethical 
behavior which places public good above the private gain, even of one's 
client, some of the articles are unusual, but reasonable. For example, 
presuming that errare est humanum, each insurance broker must obtain .a 
policy for "professional indemnity11 • Thus the public is protected by 
insurance from mal-practice of insurance by insurance brokers. 
A member of the English association pledges that not less than sixty 
per cent of his income shall be derived from placing, or arranging, insu-
rance on a c'ommission basis in order to be eligible for membership. 
Another article obligates the broker to keep complete records. Thus, 
the broker is not dependent upon information in the offices of his 
insurers or his clients. 
While the status of the Corporation of Insurance Brokers is not 
so high as that of the Lloyds brokers, it is significant that the 
requirements for membership are quite similar to those proposed by the 
National Board of Insurance Producers. Perhaps a profession has room 
for the semi-professionals or sub-professionals. It is difficult to 
conceive that one must pledge to be honest in order to gain professional 
status. Rather, honesty should be presumed. 
If the importance of the insurance industry needs to be emphasized, 
the words of the United States Supreme Court speak volumes: "Insurance 
touches the horne, the family, and the occupation or the business of almost 
every person in the United States • 11 
The words of' the Supreme Court, at a minimum, indicate the importance 
of the insurance business. In a previous article, I indicated the scope 
of coverages available, and, by implication, the complexity of risks 
faced by individuals. This was done by taking the Bible's recitation 
of the Life Of Job who experienced many forms of catastrophic loss and 
indicating how modern American insurance coverages would have indemnified 
him. Ihe Broker Age has published 567 reasons for the services 
of a qualified insurance broker. Obviously, the 567 reasons are 567 sepa-
rate and distinct types of insurance coverages available to the insurance 
consumer. If one were to take just one reason, namely, accident and health 
insurance, and then to discover that there are at least 800 .(Regal & ~filler) 
· various combinations of insurance protection for one seeking to be 
indemnified because of an accident or sickness, he would begin to con-
ceive the complexity of the problem faced by consumers of insurance. 
If, as a sovereign societal group, we in the United States can 
agree as to what our desired goals, objectives or ends should be, we 
then shall have a yardstick by which we can measure the extent to which 
any social phenomenon, such as the professionalization of the insurance 
industry, serves as a means to that end--as a means to accomplish those 
objectives. 
In the political arena our citizenry is generally agr.eed about broad 
objectives which must be accomplished. It can tolerate different poli-
tical parties which have different proposals, different means to accom-
plish those ends and objectives. On the other hand an existing society 
cannot tolerate a political party which does not agree with the ultimate 
goals of that society. It has been suggested that the Communist Party 
in America, for example, cannot be tolerated, not because it advocates 
different means to an end, but because it seeks and strives for com-
pletely different ends and goals than the traditional political parties. 
Thus, while the Democratic party may advocate entirely different means 
or methods than the Republican party for attaining economic progress, or 
high standards of living, for example, both parties have common objectives 
and seek common goals or ends. 
Thus the insurance industry (or any industry, or the behavior o:f any 
individual, or groups of individuals) can be measured as a necessary, 
important, vital force in our economy to the extent that it serves as 
an instrument, as a means, to accomplish accepted economic goals. It 
may be that professionalization of insurance men is not necessary for 
the insurance industry to contribute to the accomplishment of the Nation's 
economic goals. Those who would say that it is not necessary should offer 
alternative means to help the industry to accomplish its function. 
Even accepting the premise that further professionalization will 
enable the industry to serve the nation better in attaining its goals, 
there still must be many who would differ from the author as to the neces-
sity of any particular recommendation he might make or to the relative 
importance of any suggestion. Such differences of opinion can be toler-
ated (and should be encouraged) since a competition of ideas in this area 
is merely an evaluation of alternative means to attain an accepted end or 
goal. 
If as a nation w~ are in general agreement as to what we want to 
accomplish (that is, we have a notion of where we're going and why we're 
headed in that direction), we can permit considerable deviations and 
suggestions as to how those goals will be attained. It is impossible to 
over-emphasize, or to put too much stress upon, the importance of contin-
uous thinking about what our goals should be. There is considerable 
evidence ~hat we have almost unanimous agreement as to what most of our 
economic goals are, and should be. 
In the final analysis, we must measure any proposed policy, or 
suggestion for behavior, in terms of the extent to which it will aid in 
accomplishing agreed-upon ends or goals. Professional insurance men can 
have honest differences of opinion concerning one means or another to 
accomplish a given objective. If they are agreed that they both desire 
the same objective, and if that goal is socially desirable, then the 
differences of opinion can be resolved. It is especially important to 
realize that there must be agreement as to the ends, the objectives, the 
goals toward which we strive. 
Economists more than any other single group of social scientists have 
been prominent in identifying and suggesting goals for our society. It is, 
of course, only logical that economic goals should be identified by econ-
omists. While many have been prominent in this field, particular attention 
should be drawn to the works of Professor John M. Clark and Professor 
Howard R. Bowen. It is no coincidence that the Federal Council of the 
Churches of Christ in America have called upon such men to contribute to 
the study conducted to further the understanding of the ethics and economics 
of our society. 
It is in one of the volumes published as part of the Council's study 
that Professor Bowen suggests a tentative list of economic goals for the 
United States. His list illustrates the kinds of goals in terms of which 
the social responsibilities of business must be defined. Let us examine 
this list briefly: 
1. High standard of living (high scale of living). This goal is often 
referred to as high productivity or abundance. Investment policies of 
life insurance companies can thus be evaluated in terms of the extent to 
which they contribute to providing an abundance of goods and services 
for consumption by the mass of American people. 
2. Economic progress. We accept as one of our goals the steady advance-
ment of the presently-attainable standard of living. Obviously, progress 
does not mean change for change's sake. In the insurance industry the 
incentive to broaden contracts toward multiple-line coverages may be 
motivated by a desire for greater volume and profit, but if such policies 
contribute to the attainment of our economic goals, such a trend should 
be encouraged and praised. 
3. Economic stability. It has frequently been said that one of the 
principal differences in the economic policies of the Europeans as com-
pared with our own is that they place the problem of a dangerous 
inflation uppermost, whereas we give attention to our fear of widespread 
unemployment. To choose an example at random from the insurance industry; 
business interruption insurance can contribute to the stabilization of 
income which would have been otherwise disturbed by a catastrophe. 
4. Personal security. Many things that once were regarded as exclu-
sively an individual or family problem, have become largely social 
problems. A case i n point is the current discussion about adequate 
medical care. Our concern about insecurity due to unemployment, sickness, 
accident, old age, and death, has increased drastically in the past thirty 
years. 
5. ~· The very existence of the insurance industry as an institution 
which enables business men to substitute certainty for uncertainty (or 
even to spread some of the risks they face) serves as evidence of how the 
regularization of the flow of goods to the market place is aided by insu-
rance. An ordered flow of goods is most certainly an economic goal. 
6. Justice. One concept of justice and economic affairs pertains to 
equity (not equality) in the distribution of income, broad spread of 
opportunity for economic advancement and personal development. Justice 
might also involve a concept of maximum utilization of our economic 
resources. The rehabilitation work by insurance companies among those 
who have been incapacitated due to accidents while working is a specific 
bit of evidence where the insurance industry contributes toward the 
attainment of t lris goal. 
7. Freedom. In the economic sphere, freedom has many facets. For 
every freedom there is a corresponding responsibility. Freedom of 
enterprise, freedom of consumer choice, freedom of choice or occupation, 
freedom of organization, are only some of the rights which are implicit 
in this connection. 
8. Development of the individual person. This goal is especially 
important to the professional insurance man himself and has meaning 
for all professional insurance persons who employ others in an attempt 
to serve the public. We should not assume that economic activity is 
only a means to an end. It relates at the same time to both meE;Ds and 
end. In the sense that economic activity comprises so much time and 
involves so many inter-relationships and provides so many opportunities 
for expression and development of the individual personality, that it 
is at least partly an end in itself. Thus, one of the important goals 
of economic life is to provide the kind of physical and social environ-
ment which will yield pleasure in work, satisfying human relations, and 
development of the human personality. This implies, among other things, 
the importance of safe, healthful and pleasant work places, mutual res-
pect and consideration in the relationships of individuals. 
9~ CommUnity improvement. The possible role of industry in creating 
esthetic values is a frequently neglected aspect of political economy. 
10. National Security. Since our resources are scarce relative to our 
wants, we can obtain guns only at the expense of butter. To be sure, 
eventually we can have more butter and more guns. Thus, national 
security is an economic goal of our society. This goal affords both a 
challenge and an opportunity to the insurance industry. 
11. Personal integrity. A goal of economic life is to maintain high 
standards of honor in all economic activities and transactions. This 
includes truthfulness in advertising and selling, observance of contract, 
fairness in relation to competitors, avoidance of questionable financial 
manipulation, compliance with taxation, etc. The contribution which the 
insurance professional can make toward attaining this goal is so obvious 
that no further comment is necessary. 
If there is widespread tentative agreement that the goals listed 
above represent substantially the ends which we seek, then we may proceed 
to an examination and discussion of the means to be employed in attaining 
those goals. 
Almost all textbooks in the field of economics point to the evolution 
of our economy as one which could be termed a mixed economy. Those texts 
which do not mention this point do not disagree, but find the topic not 
germane to the subject matter. A mixed economy describes the economy in 
which we discern control by competition, by governmental regulation and 
by self-regulation. Honest men differ as to the most desirable proportions 
of those three types of control and when specific problems arise, they 
differ as to which type of remedy is preferable. But they are generally 
agreed that some combination of the three is essential. 
There is no reason to discuss why business must be subjected to some 
form of social control. It always has . been, and we should expect that it 
always will be. In general, there are three types of social control 
available for the purpose of ensuring that the behavior of business men 
will conform to the general welfare: (1) Competition (2) Government 
regulation and (3) Professionalism. Therefore, in a study of the concept 
of professionalism in the insurance industry, I have found it convenient 
to organize my analysis around these three areas: (1) Social control of 
the insurance industry by the application of the process of competition, 
(2) Social control of the insurance industry by the application of 
professionalism, (3) Social control of the insurance industry by the 
application of Governmental guidance and direction. 
A professionalized segment of an economy differs vastly from a 
laissez-faire economy. Two important differences are that where 
professionalism exists the desirable agreed-upon goals are first estab-
lished; then the process of professional activities serves to further 
the attainment of those goals. Within laissez-faire, the attainment 
of the socially-desirable goals is only a coincidence (if, indeed, they 
could be obtained). The professional group enforces its own standards 
of ethical behavior for the good of ~he group, for the good of society, 
and for the long-run benefit of the individual professionalist. 
Naturally, one operating under conditions of a laissez-.£~ economy 
in its purest form would be controlled only by a counter-avaricious 
reaction to his own selfish, self-seeking activities. 
CHAPTER 1!Q. 
Social Control of Insurance Industry 
£y the process of Competition: 
General Orientation of Insurance 
Industry within the Framework of g 
Monopolistically Competitive Market. 
CHAPI'ER TWO 
Professor R. H. Tawney found it significant that the time when the 
"professional classes had deified free competition as the 
arbiter of commerce and industry, they did not dream of 
applying it to the occupations in which they themselves 
were primarily interested, but maintained an elaborate 
machinery through which a professional conscience might 
find expression." · 
It seems to me that the time is long past due for industry in par-
ticular to clarify the meaning of the word competition. The literature 
of classical economics identifies price competition as a device which 
serves as the automatic regulator and balancer of supply and demand for 
goods and services. Adam Smith, David Ricardo, and Alfred Marshall 
concocted a workable theory for their day. The classical school of 
economists derived inspiration from the notion of a static universe 
as propounded by Sir Isaac Newton. The allocation of resources and the 
return to the factors of production were to be determined by the price 
mechanism, i.e., price competition. The unseen hand which would guide 
the allocation of resources would also bring eventually an equilibrium 
at. full employment. Inherently in this line of thinking was the notion 
of a final and static equilibrium. It was antithetical to conceive of 
constant change ( a dynamic economy ) wherein the economic system was a 
pattern of relationships, fantastically complex. Our economy has become 
even more complex because of the nature of production and distribution · 
which especially rewards those who are most productive. It was, and is, 
the specialist who, because of this specialization and expertness, demon-
strates the greatest productivity. 
In America, Thorstein Veblen and his disciple, Wesley C. Nutchell, 
and his popularizer, Stuart Chase, stimulated thinking until it was 
• 
realized that the principles evolved by the classical school applied 
only under certain rigid conditions. Moreover, an analysis of the 
American institutions demonstrated that these principles were insuf-
ficiently articulated to be applicable to the current scene. All 
students of economics are aware of the contribution of Lord John 
Maynard Keynes. It was he (in his General !heory)who stimulated so 
much thi~king about macro-economics. We still must be constantly 
aware of the overall explanation of the level of employment, income, 
prices, production. 
Insofar as price competition served as an inadequate explanation 
for the field of micro-economics, we may be thankful to Mrs. Joan Robinson 
for her identification of imperfect competition. Particularly 
and especially should Professor Chamberlin be honored for his identifica-
tion of monopolistic competition. 
Yet we find in the press, even in insurance periodicals, the word 
competition being used as if it actually applied to our own day in the 
form of price competition. Even when "competition" is used in the 
insurance industry, it has the meaning of both price competition and 
monopolistic competition. 
The insurance journals are full of such phrases as, 11The insurance 
producer is finding, more and more, that he must sell his product. To 
sell, he must know his lines, and must know them well enough to explain 
them in simple fashion to his prospect." 
Surely then, such competition refers to monopolistic competition 
wherein the emphasis is upon a differentiated product. Differentiation, 
in this instance, is to take the form of greater knowledge, or greater 
competence, than a competitor. 
It may be that price competition is incompatible with the concept 
of a profession in any area, or field of endeavor. Perhaps more basically 
than the idea of price competition is the notion that profit-seeking for 
its own sake is equally incompatible with the concept of a profession. 
A professional may be motivated by a desire to earn a high income, how-
ever. 
There are serious students of insurance who have genuine misgivings 
about the entrance of Sears-Roebuck into the insurance industry as a 
"competitor" offering an allegedly similar product at a lower price than 
those who use the Agency System to distribute their product. The Agency 
System proponents contend that their product is something more than a 
contract, because the buyer obtains service. Insurance service involves 
not only aid in presenting a claim, but also advice, guidance, and, when 
necessary, counsel. 
1;o the extent that the insurance producer is unable to differentiate 
his product from that offered for sale by chain store merchandisers (other 
examples are machine-issued accident policies which are purchased at air-
ports, and insurance as issued by railroad ticket agents), by definition, · 
the buyer thinks he is purchasing a similar, if not identical, product. 
It is not surprising then that a rational man, as we know from observation 
of economic behavior, ·will, since he thinks 11 all things are equal", obtain 
his product at the lowest price. 
It may not be heresy to suggest that it is possible for some types of 
insurance policies (protection) to be so standardized that they can be 
obtained from mass media of distribution more economically by the 
The following summary of a recent study indicates the relative 
strength of agency compa-nies and the desire of the public to fldo 
business" with their representatives. 
It appears that people do have a scale of preferences. As a preface 
to a question: 11 How do you prefer to place your insurance?" in a recent 
survey, the following explanation was given: 11 Some insurance 
companies sell directly to the public either across a retail counter or 
using employee salesmen who represent only that company. Some sell to 
the public through local agents or brokers who usually represent more 
than one company." Nearly 65% of the respondents said they preferred 
to place their insurance through a local agent. At the same time, only 
12% preferred to buy directly. The local agency system is still very 
important in the insurance industry. Insurance companies cannot ignore 
this fact. For more than 50% of those who buy through a local agent do 
not specify the company in which the insurance shall be placed. They 
allow the local agent to make this selection. In fact in fire and 
liability insurance, 34% only specified the company in which they pre-
ferred (most local agents testify that this figure seems high to them). 
At the same time it is interesting to note that only 51% of those having 
life insurance prefer to buy their life insurance through an agent who 
sells only life. In fact, 38~ said they preferred an agent who handles 
all types of insurance as the person from whom to buy their life ·insu-
rance. But at the same time almost 96% of the families having 
life insurance said that they knew the name of the company in which they 
were insured (they were not asked, however, the name of the company). 
A development wherein competition assumes more of the form of 
something other than price might eventually involve a change in the 
system of compensation of insurance producers. Just as the client 
pays his doctor or his lawyer for advice, cow1sel, guidance, so too 
would more insurance consumers pay their insurance men for adequate 
advice. Standardized fees in the medical and legal profession have 
long since been felt to be necessary. It may be that standardization 
of fees by insurance counselors would be a necessary condition pre-
cedent to an acceptance by the public of insurance men as professionals. 
It is a quack, or the shyster, who can "get it for you wholesale". 
So, too, then, would it be the insurance racketeer who would solicit 
clients, alleging his ability to obtain exactly similar protection at 
a wholesale price. Unf'ortunately, at the moment some "insurance advisers 
and counselors" operate in such a manner that they give the impression 
that their only function is to obtain insurance at a lower price for 
their customers. It is small wonder that they have not gained even 
among their peers the prestige-status which they could obtain. 
All of the professions are in competition to attract the type of 
individual who has the intelligence, personality and capacity to per-
form professional services. In any society, because of the nature of 
man and individual differences, the number of such qualified persons 
always shall be limited. It may be necessary in insurance to develop 
more semi-professionals, as the nurse aids the doctor, or the medical 
intern who serves an apprenticeship followed by internship. Perhaps 
in the insurance industry it is necessary to evolve a system wherein 
solicitors attain a status of interns, some of whom will rise to the 
status of insurance counselor and adviser (as the words have been used 
in this context). 
Among insurance producers the concept of competition involves, 
to be sure, solicitation of clients. Thus, competition sometimes 
involves the securing of a client who previously has been served by 
some other insurance producer. I have heard insurance men praise other 
insurance men by referring to them as the type of person who would not 
11 steal another man's customers". I have never been able to figure out 
whether or not the intended praise is actually an indictment of the 
insurance producer's competitive spirit. I attended a testimonial to 
.. 
a local insurance agent who had been in.the ~ business for fifty years. 
The guest of honor observed how nice it was to do business in a commu-
nity where his "competitors did not steal his customers". Either his 
competitors had a "professional concept" of relationships with the local 
agent's customers, or his hold over his customers was great, or laziness 
had prompted a kind of indolence and apathy which was judged to be an 
interpretation of the golden rule rather than what it was--probably, 
smug self-satisfaction. 
Other insurance producers have realized that a more real competitive 
force working against their personal interest was the competition they 
experienced from other producers of goods and services. The butcher, 
the baker, the automobile dealer, the television and appliance salesman, 
--all seek the customer's dollar. 
The explanation for the difficulty of the job of the insurance 
producer may be in part the alleged intangibility of the product. 
Typical of this is, 
11 For years the insurance agent has been eulogized 
by sales managers in other lines of business as 
a super salesman and in selling an intangible in 
comparison to a tangible product so he is. But 
in this day of keen competition for the insurance 
dollar the stock insurance agent must employ extra-
ordinary effort if his present position is to be 
maintained .u 
This monograph has suggested that ~he potential consumer of 
insurance, in ignorance, buys products and services other than 
insurance because he is unaware of the contribution which insurance 
may make to solving his problems. In short, the consumer has been 
inadequately counseled; he does not appreciate what insurance can do 
for him; and thus he attributes different utilities to other co~peting 
products and services. He has a scale of preferences which are diff er-
ent than he would have if he were adequately counseled. 
The fact remains that insurance selling is difficult and complex 
because the problems which insurance can help to solve are frequently 
inherently difficult and complex. Thus, insurance producers, while 
taking advantage of all of the advances of the social sciences, must, 
at the same time, realize that selling involves more than the ability 
to communicate with the clients, more than the ability to avoid techni-
cal language, more than advice-giving, guiding, counseling--it involves 
the whole concept of a profession as a dignified, constructive, and 
important service to one's fellow men. 
The Insurance Industry is here conceived as one operating under 
monopolistic competition. It is beyond the scope of this work to 
attempt to spell out the theory of how individuals, firms, and the 
industry would work toward an equilibrium position. When competition 
is referred to in the text, it will be identified as either price 
competition, or those various ingenious techniques used by firms 
operating under monopolistic competition. The uninitiated may quarrel 
with the use of the word "monopolistic" in reference to the Insurance 
Industry. I shall assume that the readers are sufficiently conversant 
with the work of Professor Chamberlin, that no apology is necessary (nor 
shall one be of fered) for the proper description of the Insurance Industry. 
Not only should we consider the corporations, whether they are profit 
(stock) or non-profit (mutual), as operating under monopolistic competi-
tion, but also the supply of services of insurance producers must be 
conceived as a schedule wherein the quantity (or volume, or number) of 
persons who would offer their services varies, to some extent directly, 
with the price obtainable for those services. 
These remarks are not made in ignorance of the degree to which price 
control exists in the insurance industry. Rather, the extent to which 
price control does exist makes it all the more r elevant that the indivi-
dual agency differentiate its product by branding, i.e., advertising and 
the building up of personal confidence in the minds of the clients, so 
that the result shall be that the insured is unaware, generally, and 
shows no particular desire for knowing the name, the financial resources, 
the administrative policies, the claim settlement policies of the company 
which the agent represents, or in which or through which the broker 
obtains the insurance contract for the client. Insurance producers with 
established reputations must be included as offering their services under 
conditions of some degree of monopoly. It is irrelevant for the moment 
whether or not those reputations have any basis in fact. ·However, it is 
relevant to acknowledge that they work under market conditions which can 
only be described as monopolistic competition. 
The Insurance Industry is one within which insurance companies also 
operate under conditions of monopolistic competition. A firm is engaged 
in monopolistic competition when it produces a good or a service signifi-
cantly different in~ eyes of the consumers from the closest substitutes, 
but whose output makes up a small proportion of the total market supply of 
its general class of products. The element of monopoly is present in that 
no other firm supplies exactly the same product. The Traveler's Fire 
Insurance Company, for example, has a complete monopoly over the production 
(issuance) of Traveler's Fire Insurance Policies. No other insurance eompany 
may produce the same product. 
The element of competition is also present. Literally hundreds of 
other fire insurance companies produce close substitutes. Particularly 
are good, close substitutes present in States where a "standard-policy" 
is issued. 
Even when one considers the market in which standardized policies 
are issued-such as ·the Compulsory Automobile Liability Policy in Massa-
chusetts, or the Workmen's Compensation Policy in many States--he cannot 
say that they are sold under conditions of pure competition. There are 
many reasons why such an apparently-similar product may be significantly 
different in the minds of the buyers from that issued by another i nsurance 
company with the result that a policy issued by one company is an imper-
fect substitute for that issued by another. It does not matter whether 
the differentiation is real or imagined. As long as the product seems 
different in the minds of the buyers, the product is differentiated; 
and therefore it is sold under conditions of monopolistic competition. 
.. 
Even in the case of compulsory insurance the buyer may consider 
the personal qualities of the seller, such as his personality, his 
reputation, his courtesy. As long as the buyer considers these things 
as a source of, or a reason for, distinguishing among alternative oppor-
tunities, he will prefer to buy his goods from one seller rather than 
another at approximately equal prices, or even at exactly equal prices. 
The American Agency System has been able to survive the competition 
afforded by direct writers simply because buyers of insurance have differ-
entiated among various insurance sellers and their 11 products 11 • The con-
venience of the seller's location, or the convenience provided in method 
of payment of premiums, or the general tone of the seller's office, are 
elements which can, and do, enter into the buyer's scale of preferences. 
In the insurance industry we do not know as much as we could, or should, 
about buyers placing important emphasis on the quality of the product, 
that is, the reputation of the company, its financial integrity, its 
management policies, its claim settlement philosophy and practices. In 
sho~t, we do not know specifically and exactly the eXtent to which 
professional behavior, when practiced by the managers of insurance com-
panies, is recognized, identified, and rewarded by insurance buyers. 
Intuitively we know that the professional attitude by n~nagers of insur-
ance companies shall succeed and be rewarded by the general public. 
Al1alysis of the insurance market, if broken down to specific con-
tracts, would demonstrate even further degrees of m~nopoly. One might 
say that the Marine policies in w~ssachusetts were issued or sold under 
conditions of duopoly, or, at best, .oligopoly. Other contracts, such 
as professional liability policies are also issued under conditions of 
oligolopy simply because there are only a few companies which are 
willing to underwrite such risks. 
On the other hand, there are instances where protection is "sold" 
under conditions of oligopolistic competition such as the coverage pro-
vided by an Extended Coverage Endorsement for the indemnification to the 
assured for damage done to his trees caused by the perils named in the 
contract. In this instance, however, the reason why a few firms issue 
such policies is not that underwriting policies have brought about this 
result; rather the explanation lies in the fact that there are only a 
few agents who either are interested in providing their clients with such 
protection, or understand the rate calculations and policy forms necessary 
to complete such a contract. Perhaps the same explanation may account, 
in part, for the relatively small amount of Additional Living Expense 
Insurance issued. It certainly does account for the relatively small 
amount of Business Interruption Insurance and Extra-expense Insurance 
provided for American businesses. 
The lack of price competition (as it exists) because of, frequently, 
statutory decree in our monopolistically competitive insurance industry 
provides one of the conditions which is generally agreed to be necessary 
among the recognized professions. In this connection, Morgan says: 
11 Among the professions a code of ethics is apt to develop 
that, among other things, forbids price competition. 
Doctors in a given area and with a given kind of prac-
tice, usually have identical schedules of .fees for 
office calls, home calls, and ordinary operations. Com-
petition exists by quality (reputation), but not by price. 11 
It may bear repetition to point out that micro-economic analysis 
concerns itself, mainly, in analysis of the adaptation of firms to cost 
and demand conditions. We do not leave out aspects such as competition 
through iru1ovations which are generally signi£icant in a short-run 
period, and are even more important in a longer run. The use of 
multiple-line contracts in casualty and property insurance, or the 
use of so-called mortgage retirement insurance in the life area, are 
examples of a successful attempt to differentiate an old product, or 
to develop out of old products a new use. In a dynamic, fluid economic 
structure such as ours, it is necessary for the survival of the system 
that income be redistributed so that the poor get richer at the same 
time that the rich get richer. Thus, new markets open up of insurance 
policies and protections which have not been available before. 
Other reasons which open new markets are a growing population, or 
a change in attitude on the part of insurance consumers. An example 
may be cited as evolving during, and after, World War II as a result 
of servicemen being exposed to the advantages of life insurance. Num-
erous instances are known where parents, particularly fathers of service 
men, have re-examined their own life i nsurance program when informed by 
a son that he had obtained (a heretofor stupendous sum) $10,000 face 
value life insurance policy. Such factors as these, as well as new 
methods of production, may be classified as innovations. Thus, new 
varieties of old products as well as the development of new products 
are factors which contribute to a disturbance of equilibrium for a 
complacent insurance firm. 
It is beyond the scope of this monograph to carry this analysis 
further. However, it is necessarY to review that demand means a schedule 
of ~ounts of goods or services which will be purchased at any series of 
prices. Thus, when the demand schedule is plotted on a graph, we have 
a demand curve. The demand curve for a monopolistically-sold product 
(insurance) slopes downward to the right from the upper left of an 
arithmetic scale. In other words, at a higher price, more and more 
buyers will be i nduced to shift to the purchase of substitutes or even 
alternative products. 
At a lower price, the quantity purchased will be i ncreased as 
buyers shift their scale of preferences under the new price comparison, 
and shift-over from the purchase of substitutes. The closer the sub-
stitutes are for a monopolized product, the more elastic is its demand 
curve. Alternatively, the closer the substitutes, the less the element 
of monopoly is present in marketing the product, (and the more the ele-
ment of competition is present). Thus, advertising is used by the seller 
as a tool which will give him a higher degree of monopoly power over the 
consumers so that if a price change is necessary, the shift of purchasing 
to other substitutes will be less than otherwise would have been experi-
enced by the firm. 
In this context we may think of the insurance corporation as the 
firm, but we are equally justified in thinking of the insurance producer 
as the firm. 
Admittedly, the monopolist seeks to obtain monopoly power to the 
extent that he differentiates his product and the buyers react accord-
ingly. The derivation of the word 11 monopoly11 tells us that we're 
thinking from the point of view of the seller not the buyer; so a 
large part of the monopolist's power derives from his ability to con-
trol supply, that is to adjust his output t o t he point which w2ll 
maximize his profits. 
A brief discussion with insurance consumers will verify the fact 
that many persons do not know the name of the insurance company which 
issued their contract. (cf. American Home §tudy). The same people, 
however, can name the person from whom they obtained the protection. 
Thus it is realistic in the insurance industry to consider individual 
agents, solicitors,--producers, in general--as firms. 
The professional insurance producer is then successful, as far as 
financial rewards, to the extent that the consumer differentiates the 
service which this type of producer performs from those substitute 
services provided by his so-called competitors. One point of this 
monograph is that for insurance professionals such a differentiation 
must be real, and must be merited by superior knowledge and fi!Uperior 
service. Advertising, i n the usual sense of the word, cannot accomplish 
this real distinction in the minds of the insurance consumers. Rather 
this distinction must be earned by the performance of professional insur-
ance counselors in their interpersonal relationships with insurance con-
sumers. ~.: . 
Control of'the supply of the practitioners in a profession is 
necessary in order to maintain standards of achievement and performance 
for the good of the public. 
Professional~ must be concerned with the impact of their behavior 
upon the economy and society as a whole. Since it is inherent within the 
structural framework of the organization of the insurance industry that 
it has, and shall continue, to operate under conditions of monopolistic 
competition, it is well for us to note more truisms about the conditions 
of the marketplace under which services are bought and sold. 
If we assume that the managers of insurance companies, and the 
managers of insurance agencies, are rational men operating within our 
capitalistic system, they are, therefore, tending toward an equilibrium 
wherein they will maximize their profits and minimize their losses. We 
may observe that the point of production at which profits will be maxi-
mized, or losses minimized, will be one where the price obtained for the 
product will be over and above all estimated and actual average total 
costs. 
To the extent that a firm enjoys a monopolistic position (today, 
generally in an area where judgment rates are promulga~ed), the price 
is higher than that which probably would be present if there were more 
competition, or above that which would obtain i f prices were regulated 
by a regulatory commission. The firm is in a position to enjoy monopo-
listic profits. However, the realization that it has a monopoly may 
induce the firm to charge a rate which is less than the market would 
bear because of fear of regulation or fear of other firms entering into 
competition. 
Since it is an exception that an insUrance company operates under 
conditions of monopoly, and since it is an exception that it operates 
under conditions of pure competition (neither concept exists ideally in 
the insurance business), we should devote our attention entirely to 
monopolistic competition. In the short run, and for practical purposes, 
this is the only market condition which really concerns us. Efficient 
insurance firms will tend to produce at that point wherein they are 
able to obtain a price for their product which covers all of their 
(average) total costs. Whether this price is determined by 11 competitive 
fo.rces 11 , or is administered by a government agency, we need not be concerned 
vdth the result on the impact of the economy at this point. The simple fact 
is that as long as the price obtained is above the average total cost, the 
optimum point of production--one at which profits will be maximized, and/or 
losses minimized will be some point (some volume of policies) less than 
where the average total costs are at a minimum. 
Obviously, the concept of C?St used here is that of an economist. 
Economists operating in a democratic--capitalistic society as ours recog-
nize that capital is one of the factors of production. Therefore, capital 
must be rewarded just as o~her factors of production. The extent to which 
capital is rewarded in our economy is determined in part by the contribu-
tion that it makes to the total process of production and by its alterna-
tive opportunity. Thus, even if a price exactly coincided with the average 
total cost, the firm would still enjoy 11 norma1!1 profits. 
It may be that when insurance becomes compulsory, or for all practi-
cal purposes, it becomes a necessary good. When either co~petition drives 
the price down, or administered prices by governmental agencies establish 
a price below that which would be charged if the firm were left to their 
own pleasures and desires, it is conceivable that the price still includes 
a 11 normal11 return for the risk involved. One should not be surprised at 
such a phenomenon. Rather, he should expect this result. Whenever firms 
exist and compete under conditions which are more purely competitive than 
monopolistic, the price they are able to charge, more-and-more approximates 
the average total cost. 
This area of cost-profits relationships is only one area where a great 
11 He represented that while the premium income 
of all insurance companies writing fire and 
casualty insurance has reached approximately 
nine billion dollars, the income of one Ameri-
can corporation, General Motors--is approximately 
the same; that while profits for General Motors 
before taxes were one and one-half billion, the 
corresponding profits from all those insurance 
companies, including underwriting and investment, 
were only half that figure. 11 
Mr. Maxwell makes a fundamental mistake in trying to compare rela-
tive income and profit figures of dissimilar products produced under 
different conditions and degrees of risk. It is as if he compared the 
prices of drinking water and whipped cream. ~ven if one argues that 
in our present way of life an automobile is for all practical purposes, 
a necessity to the average home, the replacement of an automobile can be 
postponed. The replacement of an insurance contract which expires as of 
a given date cannot be postponed and have the individuals still enjoy 
the same status with respect to standard of living. 
There is some reason to think that the attitude of the governmental 
regulating bodies toward suppliers of capital to insurance companies 
should be such that they not be forced to assume as great a degree of 
risk of loss of their capital as those participating in an industry 
less affected with the public interest. Insurance is so necessary to 
the public welfare that the insuring public should be made to realize 
that insurance companies are ~t organized in order to pay out claims. 
They are financial institutions which collect premiums from a great 
number of persons, and, when claims are presented by those same persons, 
it is the duty of the adjusters to see that each claimant gets every 
single penny he deserves. It is also the duty of the adjusters to see 
that no more than just-due is given to the claimant. Otherwise, the 
interests of all other insurance policy holders are jeopardized. To be 
sure, the one who supplies the capital to make it possible for this 
function to be performed is entitled to a reward. The supplier of 
capital should receive a reward commensurate with the degree of risk of 
loss of his investment. However, the regulatory bodies have a duty to 
the public to try to make insurance companies as bankrupt-proof (as 
riskless from investor's view) as possible. Therefore, to the extent 
that the investment can be made riskless, some further thinking is 
necessary to establish criteria which will give "adequate" return to 
capital. Professors Howard and Upton maintain return to capital 
should be for assumption of risk (not bearing it). Herein 
is an important, knotty problem, not yet solved in the insurance industry. 
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In the insurance industry, particularly among agents, the follow-
ing story has long been popular. A 11 new 11 agent had been summoned by 
the State Insurance Department. 11You know you can't sell insurance with-
out a license," the Commissioner explained. The agent answered, 11 I 
know I cannot sell insurance, but I didn't know that was the reason. 11 
Professional insurance 11selling11 is an activity which (when done 
well) is intensely personal. Henry K. Duke says that, 
11 the insurance professional, since he professes to 
have skill, training and experience in his specialty, 
does not hesitate to express a definite opinion, and 
having expressed it, to stand by the consequences. 
His advice need always be right, but it must be as 
objective as is within his power and always in 
good fai th. 11 
Without differentiating among advice, guidance and counsel, Duke 
admonishes, in speaking of the insurance professional, 
11 In giving advice, your purpose is not primarily to 
teach your client the insurance business, any more 
than your doctor tries to teach you the medical art. 
You expect medical advice--not a medical education. 
We feel that the survey report should clearly outline 
the advice given, but does not need to explain in 
precise detail what is wrong or right with every one 
of the present policies • 11 
Since the insurance 11 selling 11 through the counseling process is 
so personal that the current 11 factfinders 11 and 11survey questionnaires 11 
which aim for the sale of insurance in general, are 11 too stereotyped 
and limited in scope to provide the information necessary for the sort 
of survey we have in mind. n 
Thus, professional insurance 11 selling11 through counseling is 
conceived as an educative technique. 
Economists call themselves professional men. In addition to their 
other duties, Professor Howard R. Bowen says, 11All economists are in 
some sense teachers." Russell Meyers, M. D. , of the Uni ver-
sity of Iowa, states, "Every doctor must play an active role as a teacher ••• 
and he is, in any case, destined to play a role as e. teacher among his 
patients and their families •11 · 
Apparently an aversion for the use of the words teaching or edu-
cation has prompted Professor Myles L. ·Mace to use the word 11 coaching11 
to describe the growth and development of executives under a process of 
coaching. While Pro.fessor :Mace 1s thinking is oriented about the rela-
tionship of subordinates with their superiors in an administrative 
organization, the same idea is involved in the relationship of an 
insurance professional with his client. The executive's job, in other 
· words, the coach's job, is to utilize the abilities and capacities of 
others. 
"Coaching of subordinates is therefore not some 
technique to be adopted and used by administra-
tors as a tool, a method, or a device. It is a 
way of administration: It is administration." 
So too, does the insurance counselor not use counseling as a device, or 
a tool, rather it is a way of counseling: it is insurance counsel. (In 
this sense insurance counseling differs .from low~pressure selling). 
Professor Mace cites one executive who stated that the relationship 
of the administrator to his subordinates was something like the relation-
ship of a farmer to his wheat crop. The farmer does not grow wheat. The 
wheat grows; but the success (or failure) of the crop depends in large 
part upon what the farmer does (or does not) do about helping it to 
grow. 
Professor W~ce cites another executive who said that the father as 
a head of a family was similar to an administrator. The father does 
not develop a family. The children grow and develop themselves; the 
nature and extent of growth depend not alone upon inherited qualities, 
but in large part on the environment within which they live an environ-
ment where the father is a major figure. 
The insurance counselor then creates the environment within which 
the client decides for himself--based upon his own reasoned judgment 
with the facts, and with guidance supplied by the counselor, to change 
his behavior and buy those insurance protections which are necessary 
and right for him. 
Just as the doctor knows more about medicine than his client, so 
too does the insurance counselor know infinitely more about insurance 
than his client. ~~ny executives suggest that in the growth and devel-
opment of subordinates the old rule applies: 11If you want to train a dog, 
you have to know more than the dog. 11 
That this national authority ( Iviac~ is thinking of counseling and 
has simply used the word coaching as a novel 11 gimmick11 is revealed by 
a slip when he says, 
11 Counseling by the superior constitutes an effort 
to augment and strengthen the learning process 
which starts with doing tasks on the job ••• the 
distinction here is probably that between unguided 
learning and guided learning. 11 
As further evidence that 11 coae:hing 11 is in fact counseling, as explained 
above, is found when Mace says, 
"Participation was found to be another word which 
many executives intellectually accepted as a desi-
rable concept for making a group into a team, but 
which in practice they neglected." 
Again, 
11 The coach's function is to help the members 
of the group to learn, but he should not be 
a teacher who tells or lectures. The coach 
provides the environment within which each 
member learns for himself." 
We know that counseling does not provide a quick and easy method 
fdr· problem solving, nor does coaching for the growth and development 
of executives provide it either. We should not be surprised. "Coaching" 
and counseling are practically synonyms. Insurance selling is an educa-
tive process. Coaching is an educative process. 11 It must be remembered 
that essentially education is a slow process. 11 
William H. Newman speaks words of wisdom to us when he says, 11 The 
tough task is putting intp practice the principles we already know. 11 
Moreover, he speaks in the development of executives as 
11 drawing up a personal development plan for each man. 11 It may be due 
to individual differences, what is needed is for each man to draw up 
his own program for inservice growth and development. Only after the 
insurance counselor has himself been counseled can he evolve such a 
plan. 
It is frequently said that insurance is difficult to sell because 
it is an intangible product. Intangibles are said to be more difficult 
to sell than tangibles. Perhaps the difficulty is due to ignorance of 
the process of professional selling. Perhaps intangibles are not 11 sold11 • 
Perhaps there is merely something like advice-giving in order to help 
solve an immediate pressing problem. 
Certainly George R. Terry is referring to the guidance process 
when he says, in discussing basic concepts in management, 
11Although managers are usually viewed as sales-
men, the truth is that managers are called upon 
to perform the toughest kind of selling, that of 
intangibles, to their associates as well as to 
employees. A manager requires the ability to 
lead others into thinking about things the same 
as he thinks about them. He must be able to con-
vince others so that they will act voluntarily . 
as he wants them to. 11 
Gertainly Professor Terry is speaking of an educative process. 
He goes on to state categorically, 11 Training is taking place 
every day in every enterprise." His point is that the question 
facing managers of business is not should they have training? 
Rather they should realize that training is going on regardless of 
whether or not there is a training program. 
Generalizations are always dangerous. Stuart Chase is reported 
to have said, "All generalizations are false." It is doubt-
ful i f training is taking place every day in every enterprise. Many 
in the insurance industry, as well as all other fields of endeavor, 
have engaged in activities for a good many years • . This is not to say 
that they have had a similar amount of years of experience. Thus, a 
man may have been an insurance producer for twenty-five years and 
have had only three years of experience - the rerr~nder of the time 
he was repeating what he had thought he had learned. In his ignorance 
he may have been repeating improper methods and redemonstrating an 
inadequately-formulated philosophy. In effect, it would be more 
proper to describe his activities as involving three years of expe-
rience and twenty-two years of repeating the same experiences. How-
ever, Professor Terry's point is valid insofar as it points up the 
necessity for the guidance of learning activities. 
Another management expert, Ralph C. Davis, in discussing the fun-
damentals of top management, demonstrates an awareness of sound pedagogy. 
He spells out the principal requisites of good organization, and is mere-
ly implementing his understanding of the prope~ guidance of learning 
activities, when he cites the attributes of good organization (1) defi-
ni te training objectives (2) definite training plan (3) sound training 
policy (4) aggressive top leadership (5) definite location of training 
responsibility (6) sound training methods and (7) sufficient appropriate 
information for training purposes. 
Perhaps there is room f or professional selling as a counseling 
process. Inherent in the counseling process is the opportunity of the 
counseled to work with his own problems. ruliss Tyler says that the 
relationship between two people in the counseling process is 
"something different from the sum of the separate 
contributions they make to it. The counseled 
once he has learned this, realizes that his 
relationships with other persons to whom he is 
bound in various ways , take on new meanings. His 
approach to his own problems is situated in dif-
ferent contexts. It is because of the importance 
of this principle that recent writers on the coun-
seling process are stressing relationships rather 
than techniques, the general structure of the 
situation, rather than specific rules about what 
to do or say." 
Perhaps for unskilled tasks or jobs in industry, or for the solving 
of the simplest kind of p~rsonal insurance problems, it is possible to 
rely upon the kind of rules suggested by N~ . Terry which is an adapta-
tion of the rules for instruction used by the War N~power Commission. 
To the extent that problem solving is a simple process of instruc-
tion the insurance producer may serve as an instructor. Throughout 
this monograph, however , the word counseling has been used in a more 
precise and yet broader manner. Counseling as used throughout here 
does not tru{e the place of persuasion, suggesting, guiding, instructing, 
and similar common ways of helping people. Rather, it is another means 
of furthering personal integration by the consumer of insurance. Conse-
quently, one should not imply that other methods and procedures may not 
also be effective or necessary in particular cases. 
The problem of insurance buying is faced by adults almost always. 
Thus, to the extent that insurance selling or counseling is an educative 
process, one needs to be aware of the differences in methodology between 
adult education and education for those who are not adult. Management 
experts such as Professor Bethel show this awareness and differ from 
!vir. Terry, who says, 11 People learn by doing. 11 Mr. Bethel 
says, "Where choice exists, a method should be chosen that permits 
learning by doing. 11 
The best salesmen and students of salesmanship have had insights 
but have lacked, generally, the vocabulary or familiarity with the 
social sciences to formulate a science of salesmanship and to inte-
grate it with the art of salesmanship. Charles H. Fernald perhaps is 
typical of the experts who while speaking, for example, of the basic 
psychological principles of selling demonstrates insights. 
Yet most of the works in the field of salesmanship boil down to a how-
to technique. Therefore, attention is focused upon how to build a 
clientele, how to sell door-to-door, how to use advertising as an aid, 
how to use retail selling principles, now to close the sale, how to 
meet the prospect, how to acquire the prospect's interest, how to 
develop a wish on the pa~t of the prospect to acquire the product or 
service. As a result, instead of empirical evidence we are given a 
corny bit of poetry such as that of Edgar A. Guest: 
"Just buckle in with a bit of a grin, 
Then take off your coat and go to it; 
Just start in to sing as you tackle the thing 
'!.'hat 1 cannot be done 1 -and you1 11 do it. 11 
Men, such as Fernald, are supplying us with what Dubin would charac-
terize as a "cook book 11 • 
In juxtaposition are two conspicuous projects. Kurt Lewin initi-
ated the group dynamic studies. Alfred Korzybski has uncovered valu-
able behavioral formulations and has described intrapersonal and 
inter-personal technics that enable humans to achieve greater harmony 
among themselves and greater control of t heir physical ahd psychosocio-
logic environments. 
I would not adm.i t that training or learning is always taking place, 
but I would suspect that rating and evaluating of insurance men and their 
activities is generally taking place in a community by consumers or 
potential consumers of insurance. Thus, the insurance industry may 
learn from the results of studies such as t hose conducted by the Under-
writers Review. 
In order to find out what the buyer thinks about his local agent 
and what he expects in the way of service, the Underwriters Review 
made a comprehensive survey among buyers of fire and casualty insur-
ance throughout the United States. 
Three questions and answers are listed below: 
1. What do you like !Q§I about the selling methods of fire and 
casualty agents who call on you? 
32% Thorough knowledge of their business 
30% Constant effort to give good service 
26% Periodic checkup of the buyer's needs 
10% Dropping in - not for a sale 
2% Miscellaneous 
100% Total 
2. How do you think your insurance agent can serve you BETTER? 
25% By constant advice on new coverages 
21% Reviewing my insurance needs regularly 
6% By explaining my present coverages occasionally 
6% By personal calls, at least yearly 
5% Inform us well in advance of expiration dates 
37% Service is okeh now 
100% Total 
3. What do you like LEAST about the selling methods of fire and 
casualty agents? 
25% 11High-pressure 11 selling 
22% Failure to check our insuranc.e needs regularly 
17% Failure to explain coverages when policy is written 
15% Lack of knowledge of our business and its needs 
12% Renewal of policies by mail without a personal 
call or even a phone call 
5% Presuming on business or 11 social 11 contacts 
4% J\fti. scellaneous 
1007b Total 
A proper question to ask ourselves is: 11 1Viust insurance be sold?" 
A corollary question is : 11 Is insurance only bought?" I do not think 
we are considering simply alternative sides of the same coin. 
No less an expert than Professor Albert H. Mowbray, contends that 
insurance must ~ sold. In other words, people don't buy it. 
Professors Mehr and Ca~nack are representative of those who discuss 
program-planning as a technique of selling. With all humi-
lity, I would challenge both contentions. Henry K. Duke was the first 
person with whom I am familiar, who pointed out th~t survey selling as it 
is called in the property and casualty field, or program selling as it is 
termed in the life field is the approach of a glorified merchant. The 
professional insurance man, because of the very personal nature of insur-
ance needs, cannot use such hackneyed, stereotyped gimmicks. 
Our culture is so organized that rhymes or jingles which one heard 
in the first or second grade and then thought particularly new and 
novel, seem to have a way of being passed on and on through succeeding 
generations so that first-graders repeat the same rhymes years later. 
One such rhyme which most people have heard, at least by the time they 
reach their teens, is: "There is no one with endurance, like the man 
who sells insurance. 11 The inference, presumably, is that insurance 
men are doorbell pushers, arm-twisters, from whom people obtain insur-
ance in order to avoid further pestering. As is the case with most 
jingles and generalizations, the above is but a partial truth at best. 
It is so obvious that it is sometimes overlooked that whenever 
anything is 11 sold11 someone buys it. However, what little research 
there has been done in the insurance field to determine the extent to . 
which people buy because they are 11 sold 11 or because they are personally 
convinced of the necessity of their obtaining insurance coverage, leads 
one to suspect (or even come to the tentative conclusion) that much, if 
not at least half, of all insurance contracts issued, whether by agency 
companies or not, are bought rather than sold. 
The expression that "insurance must be sold" has been so common 
that few have stopped to think about it. One study reveals that more 
than 73% of those who carry automobile insurance were not solicited by 
an agent. The same study reveals that 27% of the home-owners 
surveyed had not increased the fire insurance protection on their home 
since 1948 (six years). Of those who had increased their insurance, some 
70% voluntarily did it themselves. Or, to put it another way, the agent 
had suggesting increasing the coverage in less than 27% of the cases for 
those who increased the contents on their home. Agents had made the sug-
gestion to only 20% who had increased the fire contents coverage on their 
home. In short, it would seem that while it is generally suspected that 
there is a great deal of aggressive selling in the fire and casualty field, 
the evidence does not substantiate such a conclusion. 
The same study revealed that more than 20% of the people questioned 
had ~ been personally solicited for their property or liability insur-
ance business. .~most another 17% said that it had been more than t wo 
years since an insurance agent had personally solicited their property 
or liability business. 
It is also suggested, and generally held, that life insurance agents 
are more aggressive than casualty and property insurance agents. The 
answer may be that they are only relatively more aggressive. The same 
study revealed that only 27% of the families having life insurance were 
sought out by the agent. 
The sample polled was a higher-than-average income group. Only 30% 
of the total respondents had incomes of less than S5000. In other words, 
this higher income group, which normally one would expect to be more 
actively solicited than lower income groups, more often bought insurance 
than were 11 sold 11 it. If a similar survey were made of lower-income groups, 
we could anticipate that the results would reveal even less aggressive 
selling in the lower-income group brackets. 
My point should not be misconstrued; this is not, ioso facto, an 
indictment of those insurance producers who currently are serving the 
American public. Rather, the explanation may very well lie in the nature 
of the product. If insurance is a necessity, as I contend it is, we should 
expect results as we have above. 
The literature discussing how a professional behaves frequently men-
tions that he must be concerned vdth his action on not only his client, 
but also the corr®unity within wlrlch the client lives. Doctors, for example, 
frequently state they do not treat diseases, but people. l[any doctors go 
so far as to say they administer to a person as part of a family unit. That 
is, they are treating the total situation. 
Professional insurance men would be disposed to consider the client as . 
one living within a family unit. One study reveals that ·more than 63% of 
the respondents declared that the buying of fire and automobile insurance 
is a family decision. The situation is no different in the life 
insurance area. 74% of the families having life insurance declared that 
the decision on the purchase of additional life insurance is made by both 
husband and wife--not by the husband alone, (18%), or by the wife alone 
(5%). 
Another generalization, which is only partially true in our culture, 
is: 11 It is yhe woman who pays". When the question >vas asked who takes 
the responsibility for making premium payments (by this we mean seeing 
that t he payment is on time--not necessarily providing the money) the 
answer was that 51% of the total respondents t he wife assumed the respon-
sibility and in only 25% did the husband. Another way of saying the same 
thing is that in only 25% of the cases does the husband make the premium 
payment. Perhaps these facts simply verify what every student of our 
economy knows: men get their pictures on money, but women get their hands 
on it. Usually married men muse, "I wonder what happens to the other 15 
cents at our house" when they discover that women spend 85% of the consumer-
dollar. 
Evidently, it is true that much insurance is bought, rather than sold. 
How else does one explain why only 63% of the respondents to a recent 
questionnaire had accident and health insurance, whereas 95% had life 
insurance, 93% had automobile insurance and over 87% had fire insurance 
on personal property. If it is true, as so many of us in the 
insurance industry believe, that the single, most important insurance 
policy is an income protection policy which would replace income lost 
due to accident or sickness of the individual, it also follmvs that 
there is a very obvious need for counseling along these lines. Only 12% 
of the total respondent~ thought accident and health insurance was most 
necessary. Almost as many, 11.4%, thought personal liability was the 
most important. Whereas, 58% considered life insurance, and 23% consi-
dered automobile insurance most important. Even fire insurance was 
considered more necessary than accident and health insurance. 
In the same study, 64% of the families having life insurance, stated 
they felt their agent kept them up to date on their own changing circum-
stances, but at the same time 36% said that they saw their agents to talk 
with "only in an emergency11 • Again this may be evidence of a need for 
counseling because while 23% reported that they saw their life insurance 
agent 11regularly11 and 64% felt they were being kept up to date, perhaps 
they were speaking in ignorance when they said they were being kept up 
to date . It is interesting that the respondents felt 11 loved 11 , however, 
for more than 82% said that if they were to buy more life insurance, they 
would buy it from the same agent, but more than 48% had not 
had an analysis of their life insurance program in the last five years. 
It is equally true in the casualty and fire ir~urance field that continu-
ous "selling" does not generally take place. 50% of those answering said 
that they had not had an inventory of the contents of their home in the 
last five years. Of those who had their contents insured, only 24% had 
insurance to at least 80% of value. Obviously, a catastrophe would leave 
these persons in a very unenviable position. 
It is axiomatic that for professional men to develop they must be 
able to communicate with one another. Therefore, the previous (Chapter 
One) insistence upon a rigorous definition of industry was not "much ado 
about nothing". So, too, is it important to understand what the words 
mean when we consider the insurance professional as an insurance "adviser", 
an insurance 11guider 11 , or an insurance 11 counselor 11 • 
In this context we may be reminded of Aesop 1 s fable about the bats. 
W~le birds and beasts were pitched in battle, the bats sided ~~th the 
beasts while they were winning, and sailed with the birds when they 
seemed to have the edge in the battle. 
The merchant who "flies in the night11 is a business bat. The lawyers 
have their llshysters 11 ; the doctors, their 11 quacks 11 • All serious insurance 
men must have bristled at the unintentioned insult in the remarks of 
friends who have observed, "Insurance is a. good racket 11 • 
The insurance racketeer is one who in ignorance, or in innocence, 
or by design, seeks to perform the function, glory in the dignity, and 
obtain the emoluments of the profession without being willing to make the 
necessary, thorough preparations for, or to assume the responsibility of, 
the insurance profession! 
Several insurance companies and groups have attempted to make the 
insurance industry a profession, simply by calling it one. A case in 
point is a reply to my question what the word "professional" meant as 
it was incorporated in the advertisements appearing in various publica-
tions. The reply is an example of trash- innocent though it may be. 
The group suggested that the public consult an insurance agent as it 
would a doctor or a lawyer. The answer given for such an admonition 
was: 
11An individual or corporation in seeking advice 
in regard to the proper placement of his insur-
ance needs consults such an agent or broker. As 
an organization we like to feel that our agents 
throughout the country are qualified to arrange 
for proper protection by insurance." 
As long as an insurance company sets up no safeguards to assure itself 
that its agents are any more qualified than that ·required by law, the 
insurance public has a duty to itself to be on guard against incompe-
tence and dishonesty. 
It has been characteristic of the growth of our American economy 
that as we became more productive, our increased production and pro-
ductivity could be explained, largely, by our specialization. It 
followed that specialization, even though it made us more productive 
and made possible increased productivity, it also made us more inter-
dependent. 
Thus, our relationships became more and more impersonal. Somewhere 
in the personal relationship between client and insurance man lies the 
heart of the problem of professional behavior. Prof. Max Weber 
observed that the impersonality of relations within a capitalistic 
economy account for the typical antipathy of Catholic and Lutheran 
ethics toward such things as a "freely determined price." 
T~~s personal relationship cannot be evolved nor evaluated, until and 
unless we understand what an agent's, broker's, adviser's, guider's, 
counselor's job involves. Naturally, an agent or a broker may be 
either an adviser or a guider or a counselor, but it is unlikely that 
he will perform any of these functi·ons properly unless he understands 
what is involved in the behavior pattern which he must assume and 
follow. 
In this area the philosophers, the psychiatrists, and the psycho-
logists can help us. (Here we have further evidence of the need for 
inter-disciplinary approach to economic problems. In this instance: 
adding time and place utility to the various insurance contracts.) 
Dr. Tyler says, 11 In the first place, counseling is more than 
advice-giving." Father Curran reminds us that, " ••• other people can-
not help us merely by giving advice." Some may think they can, and 
they readily advise us. To too many people the word 11 counseling11 
always implies giving advice. They assume that when anyone needs 
help with personal problems he is seeking to be told what to do. Such 
an adviser frequently says, 11 If I were you ••• 11 • In effect he is saying 
I · 
~hat if he were in the other person's situation he would act in such a 
way. When his thinking is properly mot.i vated this behavior comes very 
close to the giving of guidance. 
Guidance is a kind of teaching and giving of direction in course 
of action in those things which the person to be counseled does not know. 
On the other hand, counseling is concerned primarily with enabling 
a person to make the right choices and actions to carry out the things 
he knows he should do. This distinction helps us to understand why mere-
ly telling a person what-to-do does not, in and of itself, develop in him 
the virtue of counsel which is part of his own prudence. 
Prudent action, or prudent buying of insurance, is something which 
is done by the b~yer-client (consumer) alone. After he has learned what 
his alternatives are and has explored thoroughly his own situation or his 
·business needs, he is in e. position to act prudently as a responsible, 
rational citizen. 
It will be recalled that the philosopher Plato listed Prudence among 
the four cardinal virtues. (The other three were: Fortitude, Temperance, 
and Justice). 
Prudence, however, is incommunicable. It is a quality aspect of the 
personality, a virtue, if you will, which one develops .within himself. 
Thus the giving of advice has great limitations, because it does not take 
the place of counsel and prudence. Moreover, when the advice given is 
inaccurate and misleading, the harm _which is done is in direct proportion 
to the gravity of the problem and the degree of error in the 11 guidance 11 • 
. In a sense, we have .the 11 blind leading the blind 11 • An example of the 
misuse of the role of counselor by an adviser is contained in many 
popular Scriptural sayings, such as, "Physician, heal thyself", and 
11First cast the beam out of thine own eye." 
Perhaps one of the blessed insights which was given to St. Thomas 
Aquinas enabled him to observe (in a context quite similar to that which 
is put down her~ that there is no such thing as teaching. No one can 
teach anyone anything. Rather , there is only learning. The flteachern may 
serve as a guider of the learning activities. He may give direction. He 
may point out alternative choices. He may make information available. But 
until and unless the individual develops within himself an awareness of 
the problem facing him and the implications of his action, he has not 
learned; he does not act prudently; he does not act as a responsible citi-
zen in a dynamic economy. 
Counseling, then, functions in such a way as to produce changes, in 
the individual that will enable the individual to make wise future deci-
sions, as well as t o extricate himself from his immediate difficulties. 
Counseling, as properly understood, concerns itself with attitude. 
Actions, behavior patterns, will change as counseling progresses ; but 
the change in action is a result of the change in attitude. 
Thus good insurance 11 selling11 is, in effect, counseling. It may be 
g~dance. In some instances it can be advice giving . Unfortunately, 
realistically, it still does amount to, and shall continue to be, in some 
instances, order-taking. 
Men in education have long known that the heart of the educational 
problem lies somewhere in the t _eacher-student relation, but also they 
have known the baffling intrinsic difficulty of this central issue. Insu-
rance men have known that the problem of serving the public adequately 
and well lies in the ralationship between the client and the insurance 
representative. Counseling is not something which one can do generally 
intuitively. Counselo!S need to be trained. They need skills and tech-
niques, they need to appreciate the responsibility which they have to 
themselves as well as to their clients, to their fellow practitioners. 
In short, counseling is, as applied in education and in solving of personal 
family emotional problems, a recognized profession in and of itself. Inso-
far as the insurance professional producer is, or mus t be , a counselor, 
we have here further evidence of the necessity of a macro-professional 
approach to the job which must be performed by the insurance counselor. 
I t may be that the best professional personnel in ·any field exhibit 
behavior which would reveal intuitive, or learned, awareness of several 
professions . Perhaps this composite knowledge and skill requires that 
we identify the best as 11 comprofessionals 11 rather than 11super" or "supra-
professionals11. That knowl edge alone is not enough demonstrated in the 
oft-repeated analysis of doctors, teachers, et al., 11 He may know his 
stuff, but ••• 11 
The spelling out of the meaning of words - the explanation of the 
concept of counseling, for example - is not a labor in vain. The Com-
monwealth of Massachusetts is one State which licenses "insurance coun.:.. 
selors and advisers". After meeting the normal requirements as to 
character and experience, the applicant is required to pay a fee, and 
to pass a rigid examination which is strictly one to demonstrate his 
knowledge of insurance contracts and provisions. Nowhere in the exami-
nation is the applicant required to demonstrate that he has an awareness 
of t he role of a counselor. This remark should not be taken as criticism 
of the Massachusetts Insurance Department. The insuring public or indeed, 
for that matter, the public in general shows little cognizance of the 
special, and specialized, role of' counselors in general - whether they 
operate in the field of psychosomatic medicine, education, or insurance. 
The techniques of counseling, while an inherent part of the coun-
seling process, must not be confused with the total pr ocess of counseling. 
The total process is a subtle and complex one by which prudence is devel-
oped. 
It bears repetition that prudence is so personal that it cannot be 
passed on from one to another. The counselor's sensitive understanding 
and skillful responses enable the client to resolve his own confusions 
and conflicts and, at the same time, pernL·lts him to choose better ways 
to reach reasonable goals. 
It is an accepted, but not proved, fact that the chartered life 
underwriters do a better job than casualty and property agents at pro-
gram-planning to aid the insurance consumers to act on his choices. 
After the consumer has attained sufficient confidence and courage to 
convince himself that his choice is the proper and reasonable one to 
help him to attain the goals which he knows are correct and desirable 
he may be said to have been counseled. The insurance consumer has been 
properly counseled when he integrates his previously uncontrolled instincts 
and emotions in such a way that they follow the insights of his reason. 
One good measure of the lack of proper counseling results when there 
' has been only i nsurance order-taking, or advising. In such instances 
the policies are either not renewed ; or cancelled, or allowed to lapse. 
Of course conditions may have changed from the time that the person 
originally made a decisio~, but if we were periodically counseled, it 
is safe to predict that there would be fewer instances of non-renewal 
or lapsing of policies by the public. In the language of the psycholo-
gists, it may be presumed that this behavior pattern would be explained 
by saying that an equilibrium had been disturbed. Because of the indi-
vidual differences, it is necessary for the insurance consumer to be 
re-counseled so that he may arrive at a new equilibrium. 
Mr. M. L. Landis, C.P.c.u., n~y have been groping for this notion 
of insurance counseling when he wrote: 
"Take just one item--rapport between prospect 
and solicitor. The patient or client consults 
the physician or lawyer because he has a pain 
or a problem. It is doubtful whether much 
attention in the schooling of these profession-
als is devoted to methods of establishing smooth-
working human relationships. In analyzing or 
exposing risk, there is usually no pain or prob-
lem until after the loss. Which all signifies, 
to me at least, that professionalism is how 
to establish and maintain workable and lasting 
relationships with prospects. Some people call 
it salesmanship. That answer seems to me to be 
an over-simplification of the idea." 
If one were to create the world today, it might be advisable to 
invent a job title: that of "Purchasing Agent for Insurance Only for 
Consumers of Insurance 11 • We are, however, not creating; we are analyzing 
and observing. We already have the phrase "insurance buyer 11 to describe 
the functions performed by those who, for a salary, retainer, or fee 
obtain for their employer the best insurance program. The buyer's com-
pensation when it is independent of the cost of insurance, enables him 
to perform his job objectively. Unlike the ilconsultant 11 , 11 adviser 11 , or 
"counselor" who frequently is compensated on the basis of savings and 
cost, the insurance buyer is able to think of his clients' interest 
first. When savings are obtained for any other reason than the selec-
tivity of underwriting of the risk, the apparent savings cannot be real 
sayings. Professor Mowbray calls such persons "professional insurance 
buyers". The word professional as used in the context of 
Mowbray's discussion is not the same as we have used it in this monograph. 
Rather, Professor Mowbray is speaking of the word professional as an 
antonym for insurance consumer. Insurance buyers are paid for buying; 
insurance consumers pay for insurance. 
It seems worthy of discussion and consideration to explore the 
possibility of a further development of the system of compensation to 
insurance buyers as a contributing factor toward a further' development 
of professionalization of the insurance industry. Imagine the. condition 
that would exist if doctors received their compensation from drug manu-
facturers (or surgeons from cutlery manufacturers), from whom they would 
obtain the necessary accoutrements to heal the sick patient. 
Agents, brokers, counselors, --even "Underwriters" -- who attempt 
to serve three masters, may be trying to accomplish something which is 
impossible. It may be that the professional insurance man is unable to 
serve his own interests, the interests of an insurance company, and the 
interest of the client at the same time. 
Professors Thorstien Veblin, Stuart Chase, and Leland Gordon have 
also contended that there is a producer-consumer conflict inherent in our 
system. In a different context, writers on labor economics have observed 
that there is no inherent basic area of conflict in the organized union-
labor bargaining with employers or man·agers, of a firm. Since they are both 
producers, the possibility of their resolving their differences and real-
izing that the interest of each is tied up with productivity, enables 
eventual labor peace and harmony. (Evidences of such realization is 
demonstrated when such phrases as: "Because the cost of labor has gone 
up, it is necessary to increase tl:ie price of the product." A more 
honest explanation for a price rise would be when a manager of a firm 
would say "Because we anticipate the demand for our products to be 
rather inelastic, we feel tbat we will be able to raise the price and 
still continue to obtain as much revenue, if not more, even after we 
have raised the price. Our cost structure has changed. With a new 
marginal cost situation, we would be unable to maintain our previous 
marginal revenue relationship and continue to make as much profit as 
we would like to. Therefore, we are taking a chance that our estimate 
of the consumer's demand for our product is such, because we have differ-
entiated our product and therefore have some degree of monopoly power 
over the buyers, we can change our price schedule--that is, our average 
revenue--and that of course will change our marginal revenue. If we are 
correct in our guesstimate of our cost and eevenue relationships, we shall 
maintain our profit posi tion. 11 ) 
Such an honest explanation would not be understood by the general 
public. Perhaps, it would not be appreciated even by those who under-
stood it. But the combining of producer interests whenever they exploit 
consumer interests may account for consumer resentment and rebellion. 
Perhaps some insurance consumers have been exploited, or know of insur-
ance consumers who have been exploited, and this knowledge may account 
for the snide remarks such as, "Insurance is a good racket~ 11 
Drastic changes would be necessary to bring about a system of com-
pensation of insurance producers to enable them to represent solely the 
client's interest (and to receive compensation from the client). Among 
other t hings, the administrative convenience of present state laws 
wherein companies are held responsible for the acts of their 11 agents 11 
would have to be changed to permit companies to be absolved from 
-responsibility for the actions of insurance buyers. The fact that such a 
change is for all practical purposes, impossible in the immediately fore-
seeable future does not remove the matter of the system of compensation 
from the arena of thought. It is a proper matter for a great deal o£ 
thinking. I am not suggesting that compensation must come from the client 
if the insurance industry is to become truly recognized by all as one in 
which there is professional behavior. I am pleading for a consideration 
of the problem. 
Professors Mehr and Cammack are not the only ones who are aware that 
the local agent and/or broker is sometimes not worthy of his hire. 
To some extent, at least, the explanation of the success of the direct 
writers is explained by the fact that some agents and brokers are not 
always worthy· of their hire. Today, however, the competent insurance 
buyer does not hesitate to deal with local agents and brokers, but the 
buyer realizes that the agent and broker is compensated by the company 
for services which the buyer expects and insists that the agent or broker 
perform. The insurance buyer is not doing his job honestly and correctly 
if he pays for something which he does not get. Frequently insurance 
buyers, therefore, turn to direct writers - not to 11save11 money, but to 
get their 11 money1 s worth". 
Because of the complexity of modern day insurance .problems facing the 
large corporation, it has been suggested that one of the directors of large 
corporate organizations be charged with the responsibility, and be selected 
because of his particular knowledge and skill, of administering the insur-
ance program of the firm. 
Insurance buyers have found a market for their services, so far, only 
among the large firms in America. 
Professor Mowbray describes the need which insurance buyers fulfill 
for modern corporate bodies in these words; 
11 The hazards to which the properties of large 
enterprises are exposed are many and varied, 
including physical hazards, exposure to loss 
from claims for damage under liability laws, 
and other sources of possible loss. Properly 
to protect them by insurance is a complex prob-
lem for whose correct solution constant alert-
ness and an intimate knowledge of the enterprise 
and its affairs are essential." 
It may very well be, as our economy progresses, and becomes ever more 
complex and interdependent, that the smaller firms will have need for 
part-time or full-time insurance buyers. Even individuals in seeking 
to obtain proper coverage for their personal needs today usually have 
need, whether they know it or not, for an insurance buyer to represent 
them. It must be obvious from what I have said above that I feel that 
the insurance can temporarily at least, in the short run, place its 
faith in the professional insurance counselor to perform this job for 
smaller firms and for individuals. What I am saying here is that the 
day may soon come when when it will be wise consumption (for true economy 
involves not only efficient production but also wise consumption) for the 
insurance consumer to consult with and pay an insurance buyer for diag-
nosing his insurance needs after counseling with him and prescribing 
for them. 
A more realistic force which will operate to prevent the develop-
ment of thousands of insurance buyers is the fact that God. simply does 
not make many persons capable of performing the functions demanded by 
the job. If it is true, as Professor Mowbray says, that the competent 
insurance buyer should have a knowledge of insurance principles and 
practices second only to that of a senior executive of a large insurance 
company, then one realizes immediately that the number of such 
persons shall always be small relative to the population. 
If one were to rank the kinds of insurance producers in order of 
ascendimg difficulty, he would list (1) Order-taking (2) High-pressure 
selling (3) Advising (4) Low-pressure selling (5) Guiding (6) Counseling. 
Careful note should be made of the distinctions among each of these 
behavior patterns. The order of ranking is based upon the time involved 
in the process and the skill required. Professor Edward C. Bursk is 
perhaps the foremost exponent of low-pressure selling. His provocative 
article in the Harvard Business Review demonstrates, however, that low-
pressure selling is something distinct from insurance counseling. ~~. 
Robert K. Bain, author of A Case Study of Professiona1ism: The Life 
Insurance Unde~vriter, said, 
11 In Bursk 1 s thinking, selling and counseling are 
so similar in both method and theory that both 
his methods and theory show a remarkable resem-
blance in places to methods and theory of Carl 
Rogers in his client-centered or non-directive 
psychotherapeutic counseling. I don't know whether 
Bursk was actually influenced by Rogers or not, but 
in any case the similarity is the~e. 11 
The one instance where Professor Bursk demonstrates an awareness 
that counseling and low-pressure selling are approximates ia when he 
says the objective is to convince the buyer and 11 convinced is a state 
of mind11 • Nevertheless, the distinction should be apparent. 
Low-pressure selling is still selling. It is a technique. Counseling, 
in its pure form is not selling. Insurance counseling is a process 
which enables a buyer to become fully aware of his own needs, and to 
select from the variety of alternatives the proper insurance coverages 
insofar as he is financially able to satisfy those needs. 
Unwittingly, Mr. Bursk lends further evidence to the peculiar 
nature of insurance by citing two examples to illustrate what he was 
attempting to convey in his concept of low-pressure selling. One such 
story related how a 
"hard-headed business man who was poison to 
experienced insurance salesman, was bowled 
over completely by a fresh-faced lad who 
admitted he knew absolutely nothing about 
insurance but said such a lack of knowledge 
didn't matter since the business man in ques-
tion was the best judge of what size and kind 
of policy he ought to have. Of course it 
turned out to be a very large and expensive 
one." 
If this example demonstrates low-pressure selling, it certainly illustrates 
more clearly than any words of mine, that low-pressure selling is not 
counseling. The fresh-faced lad apparently was creating the condition 
necessary for him to take an order. 
The other example in the field of insurance concerned a personal 
experience which !Vir. Bursk had with a life insurance salesman who 
analyzed the needs of the consumer and helped him to plan his estate. 
Wrr. Bursk himself tells us that the life insurance agent recommended 
other companies' policies. The significant point is that the agent 
recommended. Thus we have evidence that low-pressure selling is at best 
guidance. True counseling would have obviated the necessity of ~he insur-
ance agent making such a recommendation. The insurance consumer could 
have, if he had been properly counseled, made observations, or selections, 
of other companies 1 policies himself. 
Nx. Bursk1 s description of a delayed-action approach as a soft-
ening-up process should not be confused with an educative process simply 
because both consume time. The fact that low-pressure selling cannot be 
based upon 11 pretending 11 that the salesman is not selling, and hence 
involving some concept of ethics, should not be construed as counsel-
ing. Society has a right to expect and demand a lack of deceit, and a 
lack of Irisleading behavior, on the part of all producers of goods and 
services. Absence of deceit merely qualifies a producer to be a toler-
able productive unit in our economy. Honest behavior simply enables a 
person to qualify to live in a Christian society--it does not elevate 
him to any higher order of responsibility or status. 
Whether low-pressure selling is called by various other names, such 
as service-selling, need-centered selling, or professional selling, one 
should not overlook that it is still a selling tec~que which is being 
discussed. On the other hand, true counseling, and in this context, 
true insurance counseling, does not involve selling. Perhaps it should 
be re-emphasized here that the insurance producers may perform various 
behavior ftmctions--one of which is low-pressure selling--depending 
upon the needs of the consumer with whom he is dealing, the intelli-
gence, the gravity of the problem facing the client, and various other 
factors. 
The fact remains that insurance selling is difficult and complex. 
Thus, insurance producers , while taking advantage of all of advances 
of the social sciences, must , at the same time, realize that selling 
involves more than the ability to communicate with the clients, more 
than the ability to avoid technical language, more than advice-giving, 
guiding, counseling--it involves the whole concept of a profession as 
a dignified, constructive, and important service to one 1 s felloVI men. 
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CHAPTER FOUR 
~
SOCIAL COl~-TROL OF THE INSURANCE INDUSTRY 
_. 
APPLICATION OF PROFESSIONALISM 
INDIVIDUAL PROFESSIONAL 
CHAPTER FOUR 
If it is not yet apparent, it soon will be, that I am convinced 
that insurance will not be universally recognized as a profession until 
professional societies stand ready to spell-out, and enforce, specific 
codes of proper behavior. Others, however, feel that professionalism is 
a personal characteristic independent of a group. Wlr. Landis says, "Each 
of us must determine for himself and by his conduct guide his public in 
the connotation of his particular brand of professionalism." 
Later, he indicates that he rules out the necessity of a group attainment; 
that is, a group setting of standards and maintaining them as a group 
when he says, "Insurance will be eventually recognized as a profession of 
the finest kind when insurance underwriters adopt the moral, ethical, 
experience and educational standards similar to those of the C.P.C.U.-
C.L.U. 11 My point is: all those attributes which ~tr. Landis 
identifies must be present; but there also must be something additional 
by way of group activities. 
Throughout this monograph we have proceeded from the general notion 
of a profession to the particular description of the insurance profession. 
It is possible to go from the particular to the general. Robert K. Bain, 
a sociologist, has this to say: 
"Speaking of a definition of a profession, the more I 
think about this matter the more I feel that one of 
the most crucial in any definffiion should be the notion 
of an organized body of colleagues which serves as the 
symbolic audience against whom the individual practi-
tioner evaluates his conduct and gets a feeling of 
worth. It is this informal social control which is 
the sine qua n£U of professionalism. You may recall 
seeing remarks made in the life insurance publication 
of early days (say the early 1900 1 s) saying something 
like this, 1 Is life insurance selling a profession? 
Of course it is. That is, the salesman who puts hi·s 
customer's needs first, etc. is a true professional'. 
11As an attempt to bring about the growth of 
professionalism such a remark has all of our 
sympathy, but as a statement of fact it is 
untrue. Professionalism is a matter of col-
lective support of a set of ethical standards 
and you do not have a true profession until 
there is in exist.ence an organized collective 
body of support and sentiment for the individual 
practitioner's attitudes and conduct. 11 
A philosopher of no less stature than Alfred North Wbitehead, finds 
the roots of the notion of a profession in the academies of Plato and 
Aristotle. Perhaps the roots of the profession are to be found 
in the researches carried on in the great library at Alexandria. 
The American Association of University Teachers of Insurance, with 
a conviction that the subject matter of the field of insurance could be 
learned better through some formal educational experience, in 1940, 
adopted a resolution which said in part, 
11Whereas the time has arrived when ••• professional stan-
dards of high order for field representatives who 
advised the insuring public, which standards would 
be substantially comparable to those which have been 
adopted in Life Underwriting, therefore be it resolved 
••• we endorse in principle the establishment of profes-
sional standards for property and casualty insurance ••• 11 
In short, the notion of organized instruction seems inherent in the 
notion of professional development. 
Robert Bain discusses the professionalization of the li~e insurance 
underwriter and takes 1900 as his point of departure. It is no coincidence 
. ~hat at the turn of the century there was evolving an organized system of 
c~urses for life underwriters. (cf. Program of American College of Life 
Underwriters). 
The Oxford Dictionary tells us that as early as 1541 profession was 
used as a synonym for the learned vocation. But only 35 years later, that is 
by 1576, the word was used in a more generalized sense, to .·mean "any 
occupation by which a person habitually earns his l _iving". 
Therefore, when one hears reference to such 11 professions 11 as "professional 
barbers" or "professional baseball players 11 , he should realize that this 
·usage of the word goes back nearly 400 years. 
Again referring to Whitehead, we find this renowned philosopher 
believed that 11 theory1~' con~ti tutes one of the distinguishing features of 
'· 
a profession. Henry K. Duke particularizes this idea and says specifi-
cally, 11It is the field of pure insurance theory that we believe will 
reward the attention of the insurance professional", 
and later, 
11 thus insurance theory is the explanation of insurance 
practice and we suggest that to ignore the significant 
contribution which insurance theory can make in the 
work of the insurance professional, can only result 
in narrowing his horizons and limiting the scope and 
value of his operations." 
Mr. Duke goes on to discuss several ideas in insurance theory and relates 
them to the philosophy and practice of the insurance professional. 
Professor Harry J. Loman, too, observed that if men were to be 
trained for the insurance industry who had high ethical and social con-
cepts, "a professional attitude toward their work, men who are leaders 
of thought in their chosen field 11 , then they must be given a general 
breadth of education rather than a narrow specialized training. 
Frances P. DeLancey concerned herself with the licensing of pro-
fessions in West Virginia. She was assuming that one of the criteria 
for a profession was that it had to be licensed. Dr. Morris L. Cogan 
cites two law cases (Case 40 & 41) wherein the Courts have denied that 
licensure, per~' constitutes professionalism. While the licensing of, 
for example, plumbers will not automatically develop a professional atti-
tude, it does follow that generally the recognized professions (described 
in the New English Dictionary, Volume II, Part II, are divinity, law and 
medicine) have had a history of being licensed. At one time all of the 
three have had to obtain some sort of a license in order to practice. In 
the days before the separation of Church and State, it was customary for 
the Universities to grant a licentiate. A licentiate in medicine, or law, 
or sacred theology enabled the recipient to practice his profession. 
Today, of course, with the separation of Church and State, two of 
the professions are still regulated by the State, whereas the Licentiate 
in Sacred 'rheology (S. T .L.) is no longer issued by a governmental agency. 
It is, however, still issued by schools of theology. In Europe, a licen-
tiate still remains as a University degree--an intermediate degree between 
that of Bachelor and that of Doctor. 
The point is, I think, that all professions have had to evolve under 
a system of licensure. It is in this context that candidates for the 
chartered property and casualty underwriters designation (C.P.C.U.) are 
informed: 
11As you already know the examinations are at the 
professional level. This involves, first, thorough 
mastery of certain assigned fields of subject matter--
with all the fundamental principles and their inter-
relationships clearly comprehended; second, the ability 
to work back from the facts of any given situation or 
problem to such of the principles in the various fields 
of knowledge as they may have bearing on its solutions; 
and third, skill in organizing and presenting these 
principles in a solution to the problem which is clear, 
logical and sound. 11 
While all occupations which are licensed are not, and need not be 
considered as attaining professional status, at the same time all pro-
fessions must, apparently, have some system of licensure. 
I~ss DeLancey is among those who have arbitrarily defined a profession. 
In placing emphasis upon licensure, she relegates one of the norms to the 
discretion of the state. At first blush, this may appear to be somewhat 
contradictory since most persons seem to feel that it is inherent in the 
professions that there be self-discipline not only-by the individual, but 
by the group within which he practices his profession. However, when we 
consider the historical roots of licensure, not only in the three recog-
nized traditional professions, but also in the area of education, we observe 
that Miss DeLancey has a great deal of historical precedence for her classi-
fication or categorization. In this dieaussion, both above and below, it 
will be observed that others agree with Wdss DeLancey's requirements in 
her definition. She cites technical training, preceded by liberal educa-
tion as proof of intellectual ability; a scientific approach which is to 
.be acquired only by attendance at an approved professional school; 11 a 
socio-ethical emphasis produced by a practitioners' association. 
In this connection we may quote ~tr . Howard W. Hill, actuary for the 
Department of Insurance in the Commonwealth of Kentucky, who believes that 
his concept of professionalism is the average one. He says, 
urn other words, professionalism is a self-regulated 
field of service. Such regulation being mostly in 
the subject of ethics. I believe that some profess-
ionalism exists in the insurance industry today. 
Certainly the agents have organized their own associ-
ation for the purpose of giving better service to 
their clients, the policy-holders. I think the 
agents have set up standards which are in excess 
of minimum requirements of the law. The companies 
have furthered this by a better selection of their 
agents." 
Incidentally, ~tt. Hill also refers to agents' examinations as a means 
of assisting companies both in selection of agents and in the training 
of agents. I would have preferred that the reason for the examination 
was to assure the public of some minimum standard of knowledge on the 
par't . . of the insurance agent. Mr. Hill observes, 11By regulating the 
stiffness of the examination, we have a means at our disposal of 
assisting in this attempt to put the insurance agent on at least a 
semi-professional basis. 11 
Oliver Garceau, in his dissertation, reports upon his survey of 
the literature in the field of' professionalism and observes that appar-
ently it is difficult, if not impossible, to describe a profession in 
neutral language. Rather the terminology is 11 eulogistic 11 • 
The New English Dictionary informs us that profession was once used, 
as it is still sometimes used, to describe the process of taking a vow as 
one does when entering a religious order--one still hears of a nun, for 
example, being professed. By 1362 profession ~vows extended to any 
solemn declaration. (Presumably, one could even profess his 
love as early as the 14th Century.) 
By the 16th Century, the word profession was employed in qUite a 
different manner: It was used in contrast to a declaration of truth. 
For example, in this context, even the most hardened sinners constantly 
make a profession of their virtue. 
Webster 1 s New International Dictionary excludes commercial, mechan-
ical, or agricultural work in defining a profession. Thus we find in 
the exclusions the kind of vocational activities which do not require, 
generally higher education--or that kind of liberal and specialized 
education which is generally obtained on the tertiary level. 
The professi onal must not only have long training but that training 
must be in a manner prescribed by the professional association itself. 
Particularly is this requirement observable in medicine, law, 
and t heology. 
A corrols.ry to the importance of organized, systematic education is 
that the selective process of education for a profession does not, and 
should not, stop with the conclusion of academic life. A system of 
internship is a better descriptive phrase than apprenticeship to describe 
one phase of what I have in mind. All are familiar with the practice of 
medical students serving for at least a year of internship. More and 
more graduates of law schools are identifying t hemselves with large 
firms. A few colleges and universities have a formal program for 
orienting and interning a new instructor as he develops to become worthy 
of a professorship. If I read Professor Harry J. Loman correctly, a 
system of internships would provide what he termed 11 other training". 
He observes t hat the type of educational program which will 
meet the minimum requirements necessary for one to enter into the insur-
ance industry today is such that 11it cannot do the entire job and must 
therefore be supplemented by other training ••• and the special training 
necessary to fit the individual cannot be standardized. 11 
Dr. Cogan summarizes the views of many who concur that a profession 
to be a profession must involve practical application of specialized 
knowledge, that the activity must be important to society as a whole 
and vital and necessary to the individual with whom the practitioner 
comes in contact. Professor S. S. Huebner, in Baltimore on February 20, 
1915 (and four days later in New York) defined a profession as including : 
11Something so essentially useful to society and 
so noble in its purpose as to inspire love and 
enthusiasm on the part of the practitioner to 
make it his life's work. The vocation involves 
a science and in its practice an expert knowledge 
of that science. In applying this expert know-
ledge, the practitioner should abandon the strictly 
selfish commercial view and ever keep in mind the 
advantage of the client." 
Dr. Cogan says that the practitioner's activities are impinged 
upon the most basic concerns of man. 
11Such a concept might help explain the value, 
status, privilege, and power that have accrued 
to profession. These are considerations that 
would tend to become attached to the experts 
who serve the vital needs of mankind. 11 
Since one of the criteria of a profession is that its practitioners 
be concerned with the important, necessary, and practical affairs of 
men, it may be well to remember that the scope, if not the importance 
(although they are closely related) was pointed out by the Supreme 
Court in these words: "Insurance touches the home,, the family, and the 
occupation or the business of almost every person in the United States." 
Today1s life underwriter knows that he may hold the future of his 
client's family in his hands, just as the surgeon may hold the life of 
a patient in his hands. Thus, the importance of the job of 
the insurance producer is dramatized. 
At least one court case shows that Dr. Huebper was correct in identify-
ing the importance of11 service11 • (Case 40- The State vs. Yelle). The 
court said, 11 The professional man... is to be of service to those who 
seek his aid and to the community of which he is a necessary part. 
Huebner said much the same thing: "Conscientious and disinterested ser-
vice--proper advice and guidance-is the very essence of professional 
conduct, and in the long run the best policy." 
'rhe description of 11The Profession of Economist", as reported by 
the American Economic Association in its American Economic Review 1953 
Handbook, is somewhat disappointing in this context. It does, however, 
get at the core of the issue when 
11 the objective of economists is to point out what 
policies and programs in industry or government will 
aid in the development of industry or will facili-
tate the growth of trade and raise the individual's 
standard of living." 
While saying that many economists are college teachers the Association 
does not relate the practical importance of education to the individual. 
Perhaps, it assumes that function is so well known that it is not worthy 
of comment. 
Talcott Parsons points out that the status of a profession brings 
with it, among other things, a great deal of privilege and privileges. 
He illustrates this point by describing the liberties which individuals 
permit a doctor to take with their person--liberties which they would 
allow to no one else. The confidences revealed to one's attorney would 
fall in a similar category. 
Elsewhere, (cf. Chapter One), reference is made to the high regard 
which society generally has for those vocations which society regards as 
having a professional cloak. C. Wright rnlls points out that the profess-
ional wears a badge of prestige. 
Parenthetically we may note that political power follows quite natu-
rally from professional power. One of the reasons why the American Medi-
cal Association is so powerful a lobbying group, is because it expends 
so much money. It is the largest single spender of money. But, also, 
-any explanation of the influence of the A. M.A. would be incomplete if 
it failed to recognize the status of doctors in our culture as "culture-
heroes"-(certainly this is a positive truth for surgeons, in particular). 
The philosopher John Dewey, thought that in the field of education 
and of sports, the amateur was ranked above the professional. 
He offered no empirical evidence, but simply stated this "feeling" of 
his as a fact. In a sense, his use of the word amateur is like one who 
pursues art for art 1 s sake. It is not the observation of this student 
of the American scene that professional baseball players, or professional 
football players are held in less regard than their amateur counterparts. 
There are, I suspect, many in the insurance industry who would differ 
with Dewey on this as well as many other points. 
Those who are engaged in a profession are not merely searching for 
truth for truth's sake. The medical doctor, the practical physician, 
is not a scientific inquirer, but one who has sufficient technical edu-
cation so that he may understand the researches of other specialists 
and put them to practical usage. Thus, . the doctor uses the results of 
the biologist, the psychologist, the chemist, the biochemist, and, we 
hope, even, the nuclear physicist. 
A professional man need not be a scientist. He need not be advan-
cing the boundaries of knowledge . He does, however, need the ability 
to apply scientific knowledge. 
Louis D. Brandeis observed that a profession must have an intellec-
tual base; other j~ists observe that the proportion of manual, as 
opposed to intellectual, skill was an influencing fa~tor in determining 
whether or not a particular job was to be classified as a profession. 
(Case 41). 
institution "profession" instigates altruistic behavior, whereas the 
institution 11 business 11 instigates egoistic behavior. His analysis 
would not preclude the professionalization of any particular "business" 
or 11 industry11 • 
Dr. Cogan has, as far as I know, the best summarization of the 
thought that altruism is a reality in a profession. 
11 The implication underlying this insistence (that 
professions are to a significant extent altruistic) 
may be based on the conviction that professional 
services are vital to the very survival and integrity 
of man in a sophisticated and complex civilization. 
If these services are indeed so vital, then perhaps 
the performance of such services ought to be made 
to depend upon the fundamental relation of one man 
to another, not upon secondary relationships existing 
between money and services, or between any superfi-
cial considerations and services. Perhaps the hard 
undeniable. realities of existence ought to evoke 
altruism from profession, because no other quality 
will so suffice for the decent survival of man in 
his present society • 11 
Thus, it would seem that altruism is the sine qua BQ£ for the survi-
val of our dynamic, free, capitalistic economy. 
Perhaps one good evidence of altruism, although it is often inter-
preted as something else, occurs when the professional strives for the 
elimination of, or the lessening of, the need for his services by clients. 
All education is geared to this end. The professional educator contri-
butes to the learning process of the student so that the need of the 
teacher becomes less and less. Preventive medicine has received a great 
deal of publicity, and has been a source for commanding respect by the 
medical profession. In this context the loss-prevention, loss-elimination, 
and loss-minimization activities by insurance producers and insurance 
organizations may be cited. (A fascinating title for an insurance course 
might be The Prophylactic Treatment of Risk by the Insurance Industry). 
One further word is necessary about the notion of altruism. To me 
the word means a regard for the welfare and interest of other persons. 
Thus, one who develops a social conscience and a social consciousness, 
and whose behavior is influenced by such an enlightened awareness of 
the impact of his actions upon others is acting altruistically. It had 
not occurred. to me that altruism may be interpreted as a desire of 
serving without thought and expectation of recompense. But this is the 
definition which N~. Bain attributes to the word. He says, 
11The point is that the professional puts the needs and 
interests of the client above and ahead of the pro-
fessional's own immediate short-run needs and inter-
ests. The professional is able and willing to take 
the long view, as it were. In the long run, the 
professional must receive and expect recompense as 
a condition of his service being offered. Without 
this recompense the professional would not receive 
the money income nor the psychological satisfactions 
which would permit him to remain in practice." 
Perhaps it is the distinction between long-run and short-run recom-
pense which differentiates a professional from the non-professional. My 
aversion to this distinction probably stems from my training in economics 
and the precise usage of the concept 11 long-run and short-run," (as well 
as the admonition of Keynes that in the long run we are all dead). 
For me, the distinction would lie in the function of the profess-
ional; that is, his behavior must serve the welfare and interests of his 
clients. He must, however, be motivated by a desire for profit, (or fees 
or stipends or honorariums, i.e., monez~) 
The "professional" t$1ho is not motivated by a desire for money can 
serve only to contribute to the lowering of the standards of the profess-
ion. The part-time teacher in insurance, in law, or in medicine, who can 
afford to teach at slave labor wage rates, lowers the standard of the 
profession of educators. In short, altruism can exist, as I conceive 
it, without any naive, hypocritical, non-pragmatic attitude toward 
earning a living. 
Professional ins~ance teachers would do well to have their students 
·become familiar with the Oath of Hippocrates, particularly the words: 
"To regard my teacher in this art as equal to my parents; to make him 
partner in my livelihood, and when he is in need of money to share mine 
with him ••• 11 
Professor E. A. Ross says -that the professional 11 cannot raise the 
tone of his profession unless he is shielded from the bunglers and 
quacks". It is not enough for the insurance professional to 
be insulated against those forces which may drag down his standards, 
but he also must be protected against domination from above which will 
force down his standards. Specifically, the insurance professional 
cannot be a tool of insurance companies. The insurance professional 
today finds the greatest market for his services among the insurance 
corporations. Therefore, he runs a continuous risk of prostituting 
his skills to the advantage of him employer, who butters his bread, 
rather than serving "clients". 
Professional professors of insurance, as professors of medicine, 
must maintain independent research in the field. President Pusey 
recently pointed to the "danger of a University being dominated by 
'business'"· Since the principal source of funds for such research 
activities lies in the coffers of insurance companies, it requires a 
high order of enlightened self-interest on the part of insurance cor-
porations to sponsor such research activities. Independent research 
must be maintained, however, in order to avoid the charge of domination 
by the selfish interests of insurance companies. The drug supply houses 
in t he field of medicine continue research independent of the medical 
schools. So too, shall insurance companies continue independent research 
independent of the universities. Some insurance company research projects 
far exceed anything ever attempted on the university level. 
Too frequently insurance company researching has involved simply 
statistical compilations, rather than the establishment of an hypothesis 
which must be pursued. 
Alfred J. Bohlinger, Superintendent of Insurance for the State of 
New York, says that if I mean by professionalism the "maintenance of 
professional standards 11 as to ability and ethics of agents and brokers, 
he would point out that Section 119 of the New York Insurance Law, 
which relates to the licensing of brokers, 
"contemplates the maintenance of a professional 
status. Furthermore, our exami~tions, both for 
agents and brokers are, in our opinion at least, 
of a sufficient scope, especially with respect 
to the applicants' knowledge of the business, as 
to result in a status of a professional character. 11 
N~. Bohlinger points to the need for a broad and specialized know-
ledge that is necessary for the successful practice of insurance by the 
professional when he says, 
"The markets for inSurance business in this State, 
particularly New York City, are of such a charac-
ter that if producers hope to make marked progress 
in their chosen field, they are required to have a 
broad knowledge of insurance principles and the 
operation of the business." 
In reply to the question, 1~fhat can government administrators do to 
obtain a higher level of professionalism in the insurance industry?" 
Superintendent Bohlinger expresses what must be apparent as my opinion. 
w~. Bohlinger's response was, 
"I would say that as to government administra-
tors the utilization of a comprehensively 
searching examination followed by supervision 
which contemplates maintenance of high stan-
dards can do much to raise the level of 
producers. So far as the industry is concerned, 
I think that while many companies give training 
courses to men entering the business, more could 
be done in the direction of refresher courses 
after people have been in the business for a 
period of time.u 
Along the line of continued study, ~~. M. L. Landis, National 
Secretary of the Society of C.P.C.U.s tells us that "the evidences of 
continued study are not up to the standard they should be. 11 Thus, the 
word "practice" of profession implies some continuing learning process 
as involved on the part of the practitioner. The practitioner is in 
the process of learning more and more about an ever-widening area of 
knowledge. The word "practice" is chosen intentionally by those who 
refer to the activities of professionals. The practitioner is not like 
the jackass who pursues the carrot strapped to a fixed position in front 
of his nose; he is one who is continuously learning. 
The corporation as a legal entity has been hailed as one of the 
greatest social inventions by man. It is argued that the advantage of 
limited liability which the owners of a corporation enjoy has made pos-
sible the kind of risk-taking by venture capital which has made America 
great. The very nature of a corporation, however, serves as a cushion, 
or a cloak of protection, for personal responsibility (and liability). 
Obviously, this is not to say that the managers, the owners, or the 
employees of a corporate body are incapable of professional behavior. 
It is worthwhile to note that the legislatures of the various 
States have insisted upon personal responsibility being fixed upon 
doctors end lawyers, for example. So that they might be held per-
sonally liable for negligence in the performance of their duties for 
society, legislatures have refused them permission to incorporate. 
Could it be that the permission granted by the legislature to 
insurance agencies to incorporate mitigates against the development of 
the kind of professional behavior which society has come to expect 
from the other recognized professions? 
N~y the individual professional advertise? The codes of ethical 
behavior for some professions specifically prohibit it. May the 
insurance professional advertise? The Corporation of Insurance 
Brokers of London, a professional organization, declares, "Advertising 
shall be at the discretion of the individual members, but must conform 
to the principles of the corporation.'" Thus, ultimate control remains 
in the hands of the group. This, I suggest, is a necessary condition. 
tiir. Ivl . L. Landis, C.P.C.U., declares that advertising for the 
insurance professional is perfectly permissible because the profession 
is whatever the professional professes it to be . If ~~. Landis has the 
right answer, he certainly has given the wrong reason. A profession 
most certainly cannot tolerate such anarchistic behavior. 
Insurance companies, however, as legal entities separate and dis-
tinct from individual professionals, may and must continue independent 
advertising for the benefit of the public, and (even) must use indepen-
dent drummers (special agents) to keep insurance producers (counselors) 
abreast of the development in their field. The medical-chemical supply 
e. 
houses are familiar with this arrangement. The solution to this prob-
lem, I suspect, is more apt to be found in the experience of the 
American Institute of Accountants, than it is in the principles of 
medical ethics of the American Medical Association. 
It is interesting to note that two professors writing at different 
times and in different countries independent of each other identified 
the same attribute as being necessary to exist in the market wherein 
professional services are consumed. Professors J. M. Clark and Everett 
Hughes both identified the complexity of, and the importance of, the 
professional service to be so great that society could not tolerate a 
philosophy of caveat emptor. 
Can a professional person spread his skill? Carr-Saunders and 
Wilson say that a surgeon can 1 t spread his skill whereas an arc hi teet 
and an accountant can. The confusion caused by this type of 
thinking is a misconception of the role of the professional. The 
professional assumes a responsibility. It is responsibility which he 
cannot transmit to someone else, or delegate it to anyone else. The 
surgeon, as well as the architect or the accountant, can ~1d does apply 
the principles of specialization in the division of labor, and, thereby, 
adds to his productivity. Realist~cally, the surgeon, the accountant 
and the insurance professional must get rid-of the 11dirty work 11 , the 
routine (but necessary) procedures in order to free himself to special-
ize in assuming their responsibility. He thereby increases his product-
ivity. The surgeon is expected to operate, whenever possible, with 
clean equipment. He should not be expected to wash and wax floors. The 
insurance professional should not be expected to type policies, himself. 
The professional cannot delegate responsibility. 
One of the themes suggested by Professor Hughes to be used in 
analyzing vocational activities is the role of 11 the routine" and 11 the 
emergency". Thus the treating of a sick patient is routine to the 
doctor, but an emergency to his client. So, too, is a claim an emer-
gency to the claimant, but routine to the insurance professional. An 
awareness of this distinction may be of help to give the insurance pro-
fessional insights as to what constitutes proper behavior for him in 
the eyes of his client. 
It should be realized by all professionals that the technique which 
he uses in the process of performing his service is looked upon by his 
layme~elient as a means to an end; that is it helps the client to solve 
his problems. Whereas, to the practitioner the technique is a practiced 
art. 
Social Control of the Insurance Industry 
AEElication 2£ Professiogalism 
GrouE of Professionals. 
One of the questions that ought to be raised is: "Is it possible 
to attain professional attitudes before you can afford it?" (cf. 
W. Woodland's remark, p. ). The Lloyds brokers have professional 
status, but in order to become a Lloyds broker one must meet a bigh 
financial standard. Men i n our economy are becoming more and more 
concerned with professional status; maybe it is because we are getting 
rich enough to afford to be concerned with something other than a dog-
eat-dog world. 
Even when decency in business methods is advocated by so powerful 
an agency as Rotary Intern~tional, it is a conspicuous fact that 
Rotary• s membership is limited only to those who have 11 arrived" and 
have become prominent in the business world. Business ethics is not 
so much of a problem for the successful firm or individual. A well-
established business can afford to observe certain standards which would 
seriously affect the short-run income of struggling young merchants. 
Often, the declaration by established firms of an ethical principle in 
relation to customers, or of a humanitarian attitude toward their em-
ployees is an advertisement, rather than a business sacrifice. 
It is very fine that successful business men, such as those who 
compose the membership of Rotary, or Iliwanis, give well-intentioned 
lip-service to an et:hical position. However, to tell new aspirants 
for business success 11what-to-do 11 , is not only a mild form of hypocrisy 
tempered by the fact that business methods have improved in the past 
thirty years, but often is beside the point. Very few successful 
business men know, as a matter of fa.ct, why they :h...a.ve succeeded--
( the main reason being that America is so rich in resources that anybody 
with any sense at all and ordinary luck has been able to succeed, while 
many shrewd individuals have succeeded in an extraordinary manner). 
Messrs. William Faulkner, William James, H. G. Wells, among others have 
noted this same point. r~ . Faulkner 's words are apropos: 
"In our country a young :man can gain success 
with no more than a little industry. He can 
gain it so quickly and easily that he has not 
bad time to learn the humility to handle it 
with or even to discover, realize, that he 
will need humility." 
To become effective, principles of decent behavior must be incorpora-
ted into the law of the land, or given sufficient business sanction, to 
effect a working code. 
We should be able to analyze the component requisites of a profession, 
and if there is such a thing as concept of professionalism in the insur-
ance industry, we should be able to observe the extent to which they 
exist, or do not exist currently, in the insurance industry . 
The American College of Life Underwriters and the Americ~~ Institute 
for Property and Liability Underwriters in cooperation with the American 
Association of the University Teachers of Insurance have worked out a 
fairly-well defined program of preparation for the educational develop-
ment of persons for various areas of business operations in the -insur-
ance industry. Moreover, it is fully realized in the insur-
ance industry that colleges and universities are not yet prepared to 
take over the portion of specialized training p~ogram for insurance 
professionals. 
While the great majority of the A. A.U. I.I . agree with Dr. Loman, 
a small minority think the function of college courses of insurance 
is to serve the industry by offering so-called practical courses taught 
by so-called practical men . It is my conviction that the 
minority is wrong for the following reasons: 
l. A confusion of the meaning of 11 theory11 and llpracticett results in 
their thinking that theory is impractical and practice is practical. 
Nothing could be further from the truth. Nothing is more practical 
than solid theory, whereas recitations of practices can be effective 
only when level of maturity, intelligence and experience of the students 
is high enough for them to construct general principles (theory) from 
"practical experiencesn. 
2. They fail to distinguish between education and training. They seek · 
to give training to those who seek education. 
3. Their scale of values is improper (or, at least, different from mine). 
The public interest and the interest (needs) of the student rank so far 
ahead and above the interest of the insurance industry (companies) that 
they should not be mentioned in the same breath. 
4. They fail to grasp the fact that 11 the price of liberty is eternal 
vigilance". They fail to conceive that subserving the student 1 s needs 
to those of the insurance industry can only lead to domination (regula-
tion) of the course content by the industry. Dr. Nathan Pusey has 
expressed this point beautifully. 
Admittedly, an educational philosophy geared to subservience, in 
the short run, until the students get 11wise11 , gains a volume of stu-
But that does not make the policy right. 
At least in the insurance industry, we have an advantage over tr~se 
who prepare themselves for college teaching. It will be recalled that 
the vocation of 11 college professor 11 attained a very high status-
rating in the occupational-ranking scale previously referred to in 
Chapter One. But the literature indicates that there is no agreed 
program of training and education for the university teacher. This 
contention is supported by two quotations (taken from what could have 
been many more): 
11 College teac:l1ing is the only major 
learned profession for which there still 
does not ·exist a well-defined program of 
preparation directed toward the develop-
ment of the skills which are essential 
for the practitioner to possess." 
The insurance industry may derive solace and inspiration to 
search for principles of training technique for the insurance profess-
ional from Carter Good 1 s observation . The context within which he was 
speaking applies to the young college teacher. His words may be applied 
equally well to the insurance professional. Historically, the young 
college teacher 1 s training in methodology has been left to chance and 
to the initiative of the individual. If certain principles of teach-
ing can be presented systematically to teachers of grades and high 
school (and such has been demonstrated repeatedly to be the case), 
it seems reasonable, Mr. Good declares, 11 to offer similar training 
for t hose who teach at the College level. 11 
Must there be an association of members in order for a profess-
ion to exist? Apparently there must be a formal grouping, or associ-
ation, of members. This does not mean that there must be a single 
association , or organization. The important thing about the exis-
tence of a formal professional association is the function it performs 
in establishing standards and in insisting that there be no com-
promise with those standards. "Professionalism", no less than 
11 government 11 or 11 competition11 , must lead to anarchy unless it is 
accompanies by control (call it guidance or direction, if you will). 
Control of the insurance professionals need not be exercised by a 
single association in order to attain standards which are sufficiently 
high to warrant the respect of the public. 
Within the insurance industry two unique organizations enjoy a 
liaison relationship to the amorphous industry, but set standards of 
a high order. Obviously, I refer to the Huebner Foundation for Insur-
ance Education and to the American Association of University Teachers 
of Insurance. The informal control and influence exercised by these 
organizations is the kind which is basic even though they do not 
formally censure or discipline. As Lord Keynes said, it is the ideas 
of men in such organizations, which are "dangerous for good11 • 
We are all familiar with the American Medical Association, the 
College of Physicians and Surgeons, the County Medical Association, 
~1d the various associations of specialists within the medical profess-
ion. So, too, in the legal profession do we observe various combina-
tions . Perhaps it has been the American Association of University 
Professors which has served as the differentiating force which has 
enabled college professors to achieve a professional status, in the 
minds of the public, different, and above, the teachers in secondary, 
or primary, schools. 
Messrs. Carr-Saunders and Wilson state that organization is a 
sine qua llilli for a profession. Their specific words are, 11 A profession 
can only be said to exist when there are bonds between the oracti-
"" 
tioners and these bonds can .take but one shape--that of formal organi-
zation. 11 I cannot overemphasize the importance of a formal 
organization in the process of professionalization of the insurance 
industry. 
Professor Lyman Bryson supports the necessity for an organization 
when he says that inherent in any exact definition of a profession is 
an explicit organization. 
It follows that there must be an enforced code of ethics for a 
profession. 
That a vocational activity may evolve into a profession is implicit 
in Professor Ulich1 s remarks, 11As everywhere the consolidation of a 
profession ••• goes hand in hand with the establishment of standards and 
entrance requirements." He adds that 11without a definite 
formalism and rigidity in the procedure of selection and appointment, 
corruption and decay are bound to occur." As usual, Professor Ulich 
tackles first things first. 
Once the organizational structure is set up, apparently there is 
t he need for the enforcement of codes of ethics. Errdl Lorch, refers 
to the necessity of censure, suspension, or expulsion of violators of 
the code (he was referring to the professional architect) . 
The Senate of the United States uses the method of censure. It is 
considered newsworthy when a lawyer is disbarred. 
The medical profession demonstrates most forcefully that it 
enforces its code of ethics regardless of what the law may decide. 
Dr . Frederic Hagler , President of the Massachusetts Medical Society, 
announced that the Committee on Ethics and Discipline censured those 
"physicians who were unable to explain satisfactorily their failure to 
recent emergency calls in East Boston, Malden, and Everett." 
Dr. Hagler announced that a new emergency service system would enable 
patients to locate physicians more efficiently in the future. He noted 
th~t several of the physicians involved in recent complaints were not 
fellow·s of the Massachusetts Medical Society. 
Another case in point is that of a doctor who was acquitted of 
the charge of murder, in 1950, in the death of a cancer patient. He 
was expelled from membership in his County Medical Society. Lacking 
membership in a County medical society in his State, the doctor was 
ineligible to apply for staff privileges in any hospital. Even t hough 
the jury found him not guilty of the alleged murder, his county medical 
society deemed his behavior improper and imposed a societal ~1d economic 
sanction on him. He was unable to practice an any hospital until he 
became once again, a member of a county medical society. Incidentally, 
over four years later, when he was unanimously admitted to membership 
in a County medical society, it was one organized in a different County 
than that which originally dropped him from membership. 
It is obvious that t he discipline by the professional group must 
extend to matters other than those which are purely illegal. 
In this respect (self-discipline and censure) the insurance indus-
try does not "measure up 11 as completely as it does in many other res-
pects. 
Perhaps this phenomenon (of lack of group discipline) is explainable, 
in part at least, because of the inadequately spelled-out philosophy of 
the role of profit in our economy and the relationship of profit to 
the solving of otiT economic problems. It is apparent, however, that 
if a group is to attain the status of a profession, it must enforce 
a code of behavior. The group must impose economic sanctions upon 
its wayward sons if it is to earn the respect of the public. 
Professor Carl F'. Taeusch hit this point directly when he says, 
11 The prevalence of codes of professional 
ethics and standards of business conduct, 
without many explicit interpretations, 
without expressed sanctions, with no 
provision for enforcement, if it means 
anything at all, warrants the impression 
that professional and business ethics relies 
largely merely on the published statement-
framed and hung in an office and casually or 
unconsciously noticed--to influence ethical 
conduct. 11 
Professor Taeusch, incidentally, feels that the taboo established 
by the group (and, presumably, society) is the most powerful sanction 
which can be inflicted upon one who deviates from the code of ethics--
even a stronger sanction than an economic one, such as disbarment. 
_Obviously, if the group is going to sanction the relations of its 
members with society, it must define what those relations are to be. 
11Every profession is obligated, for purposes 
of self-defense, to establish certain stan-
dards of business conduct, to express them 
fr~~y and publicly, and efficiently to 
coerce all members of the organization into 
a compliance \rlth them. The result is not 
always socially right, but it generally 
secures advantages for the group. " 
Even if it is a compromise, such action. will be an improvement over the 
crasser type of selfishness which sometime~ prevails. It is much supe-
rior to ineffectual attempts at sentimental, and (often) hypocritical 
moralizing. Practical ethics is to be preferred to a hostile public 
imposing censure through casting (or refusing to cast) its dollar 
ballots, or to legislative impositions. 
Bernard John Daenzer states, 11 The public is entitled to know 
these norms, just .as you recognize them in the more formalized pro-
fessions of medicine and law.u In another article, Mr. Daenzer 
says essentially the same thing, 
11For all. insurance men and especially for 
.. agents, there is a real duty to do two 
things--First, to maintain very high 
standards of conduct, of performance, 
in the insurance business, and, second, 
to publicize the professional standards 
of insurance men. The public is entitled 
to know those norms jPst as they recognize 
them in other professions. We would spell 
them out for the laymen, constantly repeat 
them so that there will be a better public 
appraisal of the insurance man. 11 
It is significant that this pioneer and brilliant man has over-
looked what appears to be a necessary condition--namely, that of pro-
vision for group disciplining. No other profession,--not even Divinity--
has been able to rely completely upon individual self-discipline. By 
its nature, self-discipline provides for no formal procedure for censure. 
Dr. S. s. Huebner, in defining the profession of the Life Under-
writer, said, that one of the conditions necessary for the attainment 
of a professional status was, 
11 that the individual practitioner should 
possess a spirit of loyalty to his fellow 
practitioners, of helpfulness to the com-
mon cause that they all profess and should 
not allow any unprofessional act to bring 
shame upon the entire profession. Unfor-
tunately, the public has a habit of jumping 
to general conclusions, and too frequently 
the selfish, unprofessional conduct of a 
few leads to a distorted and unfair view 
11 of the entire group. The Golden Rule 
is applicable in this respect quite as 
much as in individual transactions." 
Perhaps it is implicit that there be some active disciplining force, 
or agency, as Prof. Huebner conceives the profession. However, it 
certainly is not explicit in his remarks. 
No doubt, Prof. Huebner was trying to make Life Underwriters aware 
of their enlightened self-interest. Such intelligence must be recog-
nized as a step toward what all would agree to be desirable social 
morality--even if it may be a misnomer to call such foresight 11 ethical11 • 
Dr. Tyler also refers to the need for counselors never to co mment 
upon some behavior, or practice, of a fellow counselor to a client. 
It is interesting to note in this respect that Miss Tyler 
also fails to make provision for disciplining those who do not adhere 
to the accepted modus operandi. When Prof. Huebner refers to group 
loyalty, he differentiates it from a personal-et.bical attitude. 
Before spelling out the meaning of loyalty to fellow practitioners 
(and to the institution) which they all profess, he reminds the 
reader that the following ethical admonition and profession of 
charge is administered to the recipients of the C.L.U. designation: 
11 In your future relationships with clients, 
never forget the supreme importance of rigid 
adherence to the highest ethical stand.ards.In 
fact, you already l:Jave flexed yourself to the 
observance of ethical standards when you sign-
ed and filed your application for permission 
to take the C.L.U. examinations. At that time 
you subscribed to the following promise: 1 I 
agree that if I am granted the designation of 
Chartered Life Underwriter or the certificate 
of proficiency, by the American College of 
Life Underwriters, I will do all in my power 
11 to improve the character of the Life 
insurance institution and to conduct 
myself in such a way in all my dealings 
as to reflect honor upon the profession 
of Life Underwriting." 
The professional charge, 11 an adaptation of the Golden Rule to daily 
work of life underwriters 11 is t hen cited by Huebner in full: 
11 In all of my relations with clients I 
agree to observe the following rule of 
professional conduct: I shall, in the 
light of all the circumstances surround-
i ng my client, which I shall make every 
conscientious effort to ascertain and to 
understand, give him that service which, 
had I been in the same circumstances, I 
would have applied to myself.n 
My observation is that it is not enough to "seek pleasure". 
One must also strive to 11 avoid pain''· That is, it is not enough to 
11 love thy neighbor as thyself". The reason for professional behavior 
is not only personal satisf action and economic reward, but also t he 
admonition of the Great Teacher is that we mUBt do so "for the love 
of God 11 • In other words, the performance of an insurance profess-
ional which fails to measure up to the established standards must 
be considered as a "business sin11 • Some of the success that the 
medical profession has gained in the confidence of the public, must 
be attributed to the fact that it imposes penance upon its prodigal 
sons. 
Specifically addressing himself to group loyalty, Dr. Huebner 
referred to the admonition administered by the American College of 
Life Underwriters at the time of the C.L.U. conferments: 
"You should never forget the responsibility 
that the designation of Chartered Life Under-
writer carries with it. Every Chartered Life 
Undervrri ter should conduct himself or herself 
at all times with honor and dignity, inflexibly, 
avoiding practices that will bring dishonor or 
reproach on the Life Underwriting profession or 
the C.L.U. designation. You should at all times 
refrain from what might appear as commercializing 
or misusing the designation, or an attitude i ndi-
cating a superiority complex. Be humble because 
the more educated a person is, the humbler he 
should be. Acquisition of knowledge should show, 
as nothing else can, how much more remains to be 
acquired. Be industrious and serious in your 
work and give generously of your ability, not 
only to your clients, your fellow underwriters, 
and your company, but also to the improving of 
methods, conditions and standards in Life under-
writing." 
It is a very natural t hing for one to associate with fellow profess-
ionals because of the protection that it affords. This analysis must 
demonstrate that if there are any in the insurance industry who seek to 
clothe themselves with the word "professional" and expect the public to 
bestow values upoh them in their undifferentiated use of the word, they 
will be sadly mistaken. 
A professional association protects the status of the organization 
itself (but this cannot be t he prime purpose of the organization). As 
Richard H. Tawney said, "The survival of the professional association 
depends i n large measure upon its ability to curb the flagrantly selfish 
behavior of its members. 11 Professor Tawney was writing in 1920, but t he 
business society to which he refers sounds more like one that eY.isted in 
1848 in Europe, or i n the last half of the 19th Century in the United States. 
After referring to t he professional organization and noting, 
"that it deliberately prohibits certain kinds 
of conduct on the grounds that, though they 
may be profitable to the individual; they are 
calculated to bring into disrepute the organi-
zation to which he belongs 11 , 
Tawney goes on, 
11 To idealize the professional spirit would 
be very absurd; it has its sordid side, and 
if it is to be fostered in industry, safe-
guards will be . needed to check its excesses. 
But there is all the difference between 
maintaining a standard which is occasionally 
abandoned, and affirming as the central truth 
of existence that there is no standard to 
attain." 
Surely in 1920, and most certainly today, no business worthy of patron-
age from the public could exist without standards. I have been unable 
to find anyone who does not realize that in a 11 dog-eat-dog11 world all 
which remains are bloody, beaten, and sometimes dead, dogs. 
When a professional association forms itself in such a manner that 
it puts the interest of its members above the public interest, it is sub-
ject to a great deal of criticism--the censure of public opinion. When 
doctors really feel that unnecessary operations have been performed on 
their own patients by surgeons to whom they have referred their patients, 
and refuse to say so, the status of the whole profession is lowered. 
To the extent, also, that lawyers or accountants, encourage projects 
and legislation which in effect serve as 11 make-work projects 11 for the 
11 profession11 such activity is also subject to censure and criticism by 
the public. 
~ In the insurance industry an almost blind· prejudice against compul-
sory automobile liability insurance led the casualty companies in Massa-
chusetts to organize a concerted drive to convince the public that a flat 
rate state-wide would injure the pocketbooks of the majority of the elec-
torate, and , therefore, the proposed referendum should be defeated. It 
was defeated. The right answer resulted, but the wrong reason was given 
for attaining the correct goal. Rather, the chain of thought might 
better have been: 11A flat rate is not good for the public (this can 
be demonstrated fairly easily). Therefore, it is not good for the 
insurance industry • 11 
It is generally the responsibility of the professional association 
to provide the opportunity for continued study and self-improvement. 
This is not to say that the individual does not have a personal respon-
sibility for improving himself. The association, however, usually 
organizes such opportunities and makes them available to its members . 
In the insura..r:tce industry there is a feeling that 11 the evidences of 
continued study are not up the standard they should be 11 for insurance 
producers. 
Dr. Morris L. Cogan declares that 11 the professional is the censer-
vator and representative of the values that modern society seeks to 
preserve. If it were necessary to present a case for "theoryn, 
Professor Talcott Parsons could help one to document such a case. He 
says that 
11 the great attributes, (qualities) that are 
inherent in a profession and which society 
admires and respects and rewards, come about 
not because the professional activity is a 
specialized one, but because the specialism 
is grounded in the liberal tradition. The 
knowledge which the professions possess has 
Qeen in general of a charact~r which trans-
cends the immediate practical exigencies of 
the particular professional function; it has 
been knowledge of a generalized character, 
not only of certain applications of a group 
of sciences, but of the sciences themselves, 
their theoretical structure and principles ••• " 
Professor Robert Ulich also makes us aware that it is not speciali-
zation, per ~' which gives honor to the professions for it is a dis-
play of wisdom that acts as a corrective to the blunders that may 
otherwise be inevitable to mere specialism. Dr. Ulich 1 s words are: 
11Every profession roots deeply in the basic experience of mankind and 
it withers when these roots are not kept alive. 11 
Professional practices are refined by science and corrected by 
wisdom. 11 It is no marvel then, that they appear to have become pre-
dictably more successful than the practices of quacks and charlatans." 
Here then is the same idea as expounded by the American 
Institute for Property Liability Unde~vriters, and the College of Life 
Underwriters, expressed in words which are but little different. 
Presumably those who are employees of any State-fund type of insurance, 
or even the National Service Life Insurance program, would be incapable 
of exercising professional behavior. 
Dean Roscoe Pound says, 11 ••• the idea of a profession is incompat-
ible with performance of its functions or the exercise of its art, by 
or under immediate supervision of a government bureau. 11 
We cannot interpret Dean Pound 1 s remarks to mean that it is impossible 
for a profession to exist in the insurance industry simply because the 
industry is (to whatever extent) regulated by government. 
Professor Carl Joachim Friedrich considers the mobilization of 
the members of a professional association for the purpose of political 
action as one of the principal functions of a professional group. 
Professor Whitehead considers that militant political action by profess-
ions is entirely justifiable. 
We may make at least two inferences from the thinking of these 
.·. 
- ~ . 
learned men. 
(1) If it is right and just for society, through its government, to 
regulate a professi on because the nature of its activities are so impor-
tant from the point of view of public interest , then the same principle 
imposes a duty upon the professional group to reciprocate in order to 
preserve whatever degree of autonomy that is necessary for it to per-
form its functions properly. The members may act as special technical 
advisers to legislatures. The professions may assume the regulatory 
powers delegated to them by a legislature--an example would be a fire 
insvxance rating association--which occurs when the legislators recog-
nize that they lack the necessary competence which can be applied only 
by experts of an organized vocational group. The trade practice confer-
ences of the Federal Trade Co~rrission could be used as an example of 
this quasi delegation of power by an administrative agency of the govern-
ment to specialized vocational groups. 
(2) It is natural for professional associations to acquire various 
functions as did the medieval g~lds. Indeed any association of men 
assumes a character which is multi- purposeful. One example that might 
be cited is the modern corporation which is so often referred to as a 
creature of the State. One can visualize under such a description an 
inanimate organism into which breath is blown by a State legislature. 
Albert Drucker more properly visualizes the modern corporation as a 
social entity; almost, a way of life. 
It appears to be a characteristic of professional associations 
that the members have a consciousness of professional dignity which 
prompts them to encourage the very best men to follow the profession-
alized vocation . A common expression, more often heard in recent 
history than at the present, in t he United States, has been , "I don't 
want my son to f ollow me in my work. I want something better for him.u 
When sons join their fathers in medical practice, or in legal endeavors, 
we have an exactly opposite point of view. In the insurance i ndustry it 
is not unusual for fathers to encourage their sons to follow them--par-
ticularly in the agency branch of the business. 
To the extent that this behavior pattern (sons follow fathers) is 
f ollowed, the insurance profession can congratulate itself that it has 
11 arrived 11 • 11 Standards 11 for a professi on cannot be in the public inter-
est if they are merel y artificial economic barriers to entrance to the 
vocation . A crystallization of a profession so t hat only those who ere 
economically 11 able11 (rather than those who are mentally able) may enter, 
i s against the public interest, and , therefore , against the long- run 
interest of the profession. To demand that in medicine. To demand that 
in medi cine general practitioners acquire an A. B. and an M. S. before 
admission to medical school imposes economic hardship and eliminates 
some who othe~vise mi ght have survived to enter the profession. M.I.T. 
i n seeking to 11 humanize 11 engineers is contemplating an additional year 
or two to its curriculum. I do not think that t he insurance profession, 
as yet , faces such danger , but a point for all professions to consider 
is whether it sets its high standards as necessary for the interest of 
the public to be protected, or whether its standards are artificially 
high , simply in order to bar the economically 11 unfi t 11 • Perhaps the 
explanation for sons following fathers i n the professions often is: 
they are the ones who can afford to do so. 
Once again it is necessary to turn to other social scientists for 
empirical evidence · which has bearing on this point. Professor Lloyd 
Warner in his 11 Yankee City Series 11 puts forth the tentative conclusion 
that as our society matures, the social structure also matures . 'rhis i s 
not to say that our economy matures in the sense that Professor Hansen 
and others suggested as a hypothesis in the 1930's. Dr. Warner observes 
structural alignments within a dynamic economy. One ma.y propel a 
bicycle, be moving, and still be in a condition of d7namic equilibrium. 
As long as the bicycle is in the state of balance, it is in equilibrium. 
One interpretation of the word 11 equilibrium11 would enable us to say that 
it was static--therefore the words static and dynamic are not mutually 
exclusive. 
One of the possible evidences of the fact that the i nsurance 
industry is tending toward a greater degree of professionalization may 
be found in the number of sons who enter the i nsurance industry chosen 
by their fathers as their own life's work. 
Professor William Vickrey· observes t}:lat many business codes of ethics 
are praiseworthy and in the public interest. Without referring to the 
insurance industry, however, he states that some codes serve to preserve 
t he selfish interests of the group and permit 11 honor s.mong thieves, for 
example , fair trade practices 11 • He goes on, 11The golden rule is inter-
preted to be applicable to only one's own class, those in one ' s own 
status." He admonishes us not to consolidate Pseudo-professional, 
caste-like organization by wrapping it in a mantle of ethics. 
It is not enough for a professional society to bar the incompetent 
(the bad) from practicing . It must also at-~ract the potentially compe-
tent to it. In other words, the salvation of a professional 
society is attained not only by avoiding evil, but also by positive good 
works. It cannot be neutral. It cannot assume that the competent person-
nel will be automatically attracted to it as a vocational endeavor. It 
must recruit. In this connection Dr. Huebner says a 11 prima.ry duty of 
C.P.C.U. is to inspire others to become C.P.C.U.s, to prevail upon one's 
fellows in the industry to start the C.P.C.U. program and to sponsor 
them throughencouragement and advice." 
As an organizational arrangement matures and desires to pass on its 
11 culture11 to succeeding generations, it tends to glorify heroes. We find 
it necessary in American political and cultural history to glorify out-
standing men, such as some of our Presidents. Professor Taeusch sugges-
ted that 11 a profession can achieve full self-consciousness if its ideals 
cluster about a respected and revered practitioner". The 
insurance industry has been blessed with many such men. Perhaps one 
evidence in the insurance industry, taken at random, is found in the 
establishment of the S. S. Huebner Foundation for Insurance Education. 
From one point of view, the essence of professional group conscious-
ness is found in the remark alleged to have been made by Benjamin Franklin 
on the Fi rst Independence Day: 11 ~'ie must all hang together; or most 
assuredly, we shall hang separately." 
Codes of professional ethics in the insurance industry frequently 
so~nd like sentimental and hypocritical pronouncements. Here indeed 
is a practically virgin territory for the collection of data and the 
establishment of principles ·which might serve as guides to understanding 
and conduct. There remains a need of working out a controlable program 
of research, study, and practice in this area. Fortunately, an awareness 
of the need is evidenced in the insurance industry by the attempts of 
some associations and individuals to initiate such 
a program. Perhaps one of the reasons for the difficulty in formulating 
an accepted code has been, in part, the failure to grasp the meaning of 
principles; that is, there has been emphasis on 11how-to 11 behave rather 
than emphasis upon the reasons why particularized behavior is exemplary. 
The explanation may lie in a failure to differentiate among the concepts 
of morality, law, and ethics. 
Once again, the dictionary serves as only a point of departure. 
Webster's Collegiate Dictionary says that ethics is a synonym for moral-
ity. Thus, we get nowhere. While there is overlapping in the 
spheres of activity which ndght be termed moral, or ethical, or legal, 
at the same time part of the behavior is distinctive and can be catalogued 
as such. 
The word morality is derived from the Latin, ~· The translation 
would describe the customs (the group habits) of a societal organization. 
While the mores are evolved as a necessary condition for survival, they 
have not been generally defined precisely. Morality in this sense is 
antecedent to Law historically, but such authorities as Dean Roscoe 
Pound in his book 11Law and Morals 11 , insists that law should be the codi-
fied formulation of custom. From this point of view, it appears 
that we can legislate morality. There are those, however, who argue that 
Judge-made law is given a priority over statutory legislation, and that, 
therefore, law is genetically prior to morals. No doubt judges are 
shrewd observers of social tendencies and frequently anticipate such 
tendencies before the people are aware of their own societal objectives. 
One author suggests that medical ethics is an exception to the 
thesis that group habits or customs are institutionalized in law. 
Smithies says, medical ethics was first "impelled by government, then 
morally evolved." The fact is there is no historical evidence 
to prove whether medical ethics was first determined by custom and then 
codified into law, or whether it was codified into law because of the 
nature of the importance of medical practice and then "morally it evolved". 
In any case, as early as the Code of Hammurabi (c. 2250 B.C.), medical 
practice was controlled by law which then determined the professional 
responsibility by fixing fees for services and penalties for lack of 
skill. If it is conceded that the medical profession has 
attained one of the highest status rankings as a group, perhaps the sig-
nif icance, for us, is not to imitate by verbalizing, but to appreciate 
that the medical profession has taken over four thousand years to arrive 
at its present status and that it has had formalized codes of behavior 
which have been used to educate the public as well as members of the 
profession. Education is essentially a long process. 
Professional ethics is a relatively recent phenomena of social 
morality and is essentially separate fro m legal authority, both for 
the medical and other professions. 
The word ethics is derived from the Greek; ~ which means 
essentially the same thing as 11mores 11 , but connotes also a kind of 
"rightnessu. Ethos implies reason and foresight in human conduct. 
Thus, more reason is involved and less emotion as in the case of the 
establishment ·of group customs (mores). Obviously, the two notions 
(concepts), do not permit a clear-cut differentiation. 
Professional ethics then may be conceived as a kind of behavior 
which is separate fro m that required by the law. It is something which 
is socially and rationally determined as of benefit to a professional 
group. Thus, while it would be immoral for one to disobey a just law, 
it would be unethical also for a professional because it would bring 
his profession into disrepute. 
It may be that there is nothing inherently unethical for a profess-
ional man to gossip about his neighbor. Obviously, it is immoral for 
. him to participate in such behavior. But if his "neighbor" is a com-
petitor, or a client, the behavior becomes unethical, as well as immoral. 
The code of ethics of the N.A.I.A. requires a member to pledge himself 
"to maintain friendly relations with other 
agencies in my community. I will compete 
with them on an honorable and fair basis, 
make no false statements or any misrepres-
entation by omission of fact, inference or 
subterfuge." 
Daenzer narrows it down (in his sixth point which presumably concerns 
ethics of insurance since that is the title of his article), 
"When dealing with a client, there is a duty 
to be fair to competitors; (a) not to criti-
cize a competing agent unjustly, (b) not to 
make unverified statements regarding the 
financial status of another company. {c) not 
to make misleading statements or incomplete 
comparisons. (d) not to allow the lapsing or 
the cancellation of a policy to the detriment 
of the insured." 
No doubt if pressed, Mr. Daenzer would concede that the duty to one's 
competitors existed at all times--not only when one was speaking with 
a client. 
Certainly Daenzer was pioneering in a kind of professional insur-
ance code of ethics for he said in point seven, · 
11As in other professions, it is necessary to 
keep the business and personal relationships 
of clients confidential. The agent often 
learns intimately the fi nances, the internal 
operations, the processes of manufacture, and 
the legal problems of a client. The public 
should feel the same degree of confidence in 
dealing with the insurance agent or broker 
as he does in dealing with the doctor or the 
attorney." 
Some cases of behavior may lie beyond the province of ethics alto-
gether. Thus, if a professional man commits murder, his action is 
obviously immoral and illegal. Society is not aptto generally exert 
its wrath on the profession as a group. Such a distinction is not always 
easy. It certainly is not immoral, and it is to be seriously doubted 
whether it would be unethical to reveal that there is disagreement within 
the insurance industry as to the system of writing coverages on a five-
year installment basis rather than a five-year premium-payable-in-
advance basis. Is it of equal ethical significance, to the professional 
, group, for local, or small town agents to forget to place coverage on a 
boat which later is damaged by a hurricane, as it would be for a broker 
in a big city to do the same thingi 
The development of professional ethics in medicine and law has 
depended upon the number and importance of cases of behavior which are 
not immoral, per ~' and at the same time not illegal, per ~~ but are 
strictly within the realm of professional ethics as herein described. 
This raises the question: Do most immoral and illegal acts fall outside 
the province of professional ethical Or does ethics include everything 
which is in law and morals? 
Some have suggested that the difference between law, on the one 
hand, and morality and ethics, on the other, may be that the law is, or 
purports to be objective; whereas morality and ethics are judged on the 
basis of intent and motive--a searching of conscience for the determi-
nation of the degree of reflection done by the individual before he 
performed the act, and the extent to which he permitted his will to con-
sent. Judge Carter is one who says: 11 In ethics the question of intent 
or purpose or objective weighs more than in the prosecution of crimes". 
Even the law differentiates among different degrees of 
measurement of a crime; e.g., the determination as to whether or not 
the deed was murder or manslaughter. Perhaps treasonable thoughts 
would be judged as immoral; but the constitution says that treason 
must be an overt act witnessed by two persons, thus both law as well as 
morality, seeks to use a qualitative yardstick as well as a quantitative 
one. We have some evidence in our society that we try, as Gilbert and 
Sullivan said, to "make the punishment fit the crime 11 • We have come a 
long way from the criteria of an 11 eye for an . eye 11 when so much of our 
energy is devoted to the socialization of those who have broken the 
law--the rehabilitation or the salvaging and development of the full 
social capacities of one who has broken the law. 
In passing, we may note that one who breaks the law, depending 
upon the gravity of the offense, is let off easy the first time; but 
at recurrences, the penalties increase. On the other hand, the first 
offense against morality sears the conscience most; subsequent offences 
tend to dull a sense of guilt, and develop a calloused conscience. It 
is possible that a single offense against a code 9f professional ethics, 
again depending upon the gravity of the offense, would result first in 
a private reprimand; subsequent offenses might be punished by public 
censure, and eventual purging, of the offender. 
Perhaps advertising by professionals can illustrate degrees of 
punishment meted out by the professional group. 
One of the. difficulties which appears,on the surface at least, in 
attempting to codify behavior for the insurance professional is the 
existence of two very separate and distinct groups; the societies of 
professionals on the one hand and the insurance companies on the other. 
How much better it would have been for the professional societies (C.L.U., 
C.P.C.U.) to have consulted with and, if necessary, to have publicly 
chastized those companies which were alleged to have been using mislead-
ing advertising by the Federal Trade Commissiont 
The question is not whether or not there shall be advertising by 
insurance companies. The only question is what type and form that 
advertising shall take. Not so many years ago insurance companies 
were chided for the manner in which they advertised. It was suggested 
that the insurance company pronouncements would make one recall the 
impoverished gentleman reduced to crying 11fish 11 in the streets, who 
exclaimed: 11 I hope to goodness no one hears me 11 • No one can seriously 
challenge the right and duty of insurance companies to advertise in a 
manner similar to that used by the chemical houses in the field of medi-
cine. 
A much more difficult problem, however, is the control of adverti-
sing by the professional group. This problem shall have to be faced by 
the professional societies,(cf. English solution, page ). Failure to 
face this problem squarely shall leave control entirely i n the hands of 
the state. 
The results of problem solving by the medical profession are period-
ically reported through the press and other mass media of public infor-
mation such as radio and television. A new drug, a new technic of 
treating a disease, a new operation, for example, is reported as news-
worthy. The legal solution to a new or different case, for example, is 
often repor ted as news. It is naive to think that the insurance industry 
in its present state of development can rely upon such haphazard means 
of i nforming the public how insurance problems may be solved. 
As noted elsewhere, many authors have given much attention to the 
importance of sanctions as a criteria of the real professi onal develop-
ment of a profession. Sanctions are those forces which impel 
and compel certain types of human behavior. 
The law imposes physical sanctions; deviations from a professional 
code of ethics do not result in physical sanction. In this respect, 
ethics resembles morality. 
Economic sanctions are not automatically imposed upon one who per-
forms an immoral act. One who performs an unethical act may suffer 
economic sanction by being dismissed from the profession. In this 
sensa, ethical sanctions are similar to legal sanctions insofar as one 
is removed from his own economic society, and thus is unable to earn a 
living. 
The sanction of one's conscience serves law, morality, and ethics. 
There is no doubt that conscience controls social behavior. That social 
philosopher, Huckleberry Finn, commented that a man's conscience occupies 
most of his insides but he never knows where it is going to jump. 
It is natural for a man to want to obtain the value rewards which 
accrue to a profession. He might subscribe to a code of ethics because 
of the benefits he personally anticipates. However, The Profession must 
have something other than the man's conscience to rely-upon as a discip-
lining force. The -notoriety from public revelation of one's deviation 
from a -code of ethics serves as a fear mechanism supplementary to his 
conscience to 11keep him in line 11 • It has been mentioned previously that 
the taboo, that is the pressure of public opinion serves as an effective 
sanction. It remains a psychological truth, however, that 
"love" is a much better disciplinary emoti on than 11 fear 11 • 
Ethical standards have their incidence on the professional group 
directly. Failure to observe the ethical code is detrimental to the 
group and only indirectly detrimental to the individual. For this reason, 
the insurance industry needs to give a great deal of attention to the 
problem (and I use the word advisedly) of adjusters and their behavior. 
However, to the extent that the professional insurance counselor does 
his job adequately and informs the consumer as to the methods of 
determination of values for claim settlement, the adjuster need never 
be guilty of unethical behavior. There is nothing inherent in the 
claim-adjustment process which mitigates against a code of ethics. 
The problem of immoral behavior would remain. 
Sanctions as imposed by a professional group for a violation of a 
code of ethics are not personal in the sense that the blame is personally 
placed upon the individual who deviates. The blame for an offense against 
morality is placed eventually by the individual on the individual, on 
himself. The sancti ons in ethics are not applicable as they are in law 
to a geographic location, to an area of jurisdiction. There is no inher-
ent reason why a code of ethics f or insurance professionals could not be 
adopted whenever in the world nations have similar goals which they are 
trying to attain. 
In this context we have put our f inger on one of the most serious 
problems facing the further professionalization of the insurance indus-
try; namely, that of imposing sanctions upon those who violate codes of 
ethics. It is safe to say that the insurance industry neither desires 
nor needs nor wants snooping "moralizers". No one suggests the social 
standardization of behavior as advocated by a kind of Ku Klux Klan. 
In the insurance industry the reason for lack of application of 
sanctions to an ethical code is in part due to failure of the 11 codes of 
ethics" to have much more meaning than simply recording its subscribers 
as being against sin, opposed to the common cold, or in favor of a good 
five-cent cigar. 
~hile ranting about governmental interference, the industry has been 
reluctant to discipline itself in this area, not, I suggest, because those 
who could have done it felt that 11people who live in glass houses should 
not throw stones", or, 11Let he who is without sin cast the first stone." 
Instead, the intrinsic and inherent difficulty of putting into practical 
operation the professional attitude toward ethical deviations has pre-
vented the evolution of a private disciplining organization. It is a 
natural reluctanc.e for one to set-up himself as hi s brother's keeper in 
this sense; it is a kind of praiseworthy humility among the really great 
men of status and stature in the industry who behave in such a manner 
that they appear to give evidence of awareness of: 
11There is so much good in the worst of us, 
And so much bad in the best of us, 
That it's hardly becoming to any of us 
To speak ill of the rest of us." 
It is hoped that the above discussion has demonstrated why the use 
of sanctions is a condition necessary to the further develop~ent of the 
insurance industry as a profession. It remains for those who have earned 
the respect of their peers to organize, to exert their authority, to 
counsel, to reproof, to purge from the rank those who fail to live up to 
a properly-constituted code of ethics. 
In fear that this general discussion may be interpreted by some as 
maudlin sentimentality, I hasten to suggest that the development of, 
adherence to, and sanctioning of deviations from a code of ethics is 
simply good business. ~Ihenever an ethical principle secures at the same 
time the individual and selfish interests, then that principle should have 
a central place in a code of ethics. No insurance professional need 
apologize for entering the industry with the purpose to earn a living. 
I defy the reader to point to a doctor or a lawyer who enters his pro-
fession ££1 to ~ ~ living. 
Judge Parker distinguishes between the function of business, in 
general, which is social, and the motives which prompt men to engage 
in business which are, among other things, selfish. There 
is a general tendency in our society for doctors who serve society best 
to profit most. In our private economy, indeed in our culture, an 
industry need not apologize for making a profit. \Vhen there are social 
controls over the size (amount) of the profit, there remains the addi-
tional responsibility to the individual managers to avoid waste, to avoid 
inefficiency, in short, to strive to make a profit. There are many moti-
vations which prompt a person to enter any given profession, just as 
business decisions are motivated by a variety of conditioning factors. 
Daenzer, in speaking of doctors and lawyers, says, 
"They are quite definite about their fee. At 
the same time a great measure of what we get 
out of our profession (insurance) is the res-
pect of others and the satisfaction of serving 
the public well. 11 
The function of the doctor is to serve the medical needs of his patients. 
The function of a baker is to bake bread. The function of an insurance 
producer is to serve the needs of his clients. The function, in short, 
of the legal, medical, educational, political, engineering or any other 
profession should not be confused with the motives which prompt indi-
viduals to enter theml The f unction--the job--to be done by American 
business is to produce and distribute goods and services so that the 
standard of living of American citizens and other peoples of the world 
might be higher than it currently is. The successful accomplishment of 
this job, the successful perf ormance of t his function, is truly a public 
service. Individual profit is the direct reward. The profit motive 
serves as a desirable means to a desirable end. 
As in medicine and in law, the nature of the i nsurance problems 
faced by the public are such that society cannot tolerate an attitude of 
caveat emptor. However, the problem faced by the lay consumer is not the 
same in medicine as it is in law, or insurance. Therefore, society has 
set up different safeguards i n each case, to aid the irrlividual in his 
problem-solving process. "Profit" to professional insurance producers, 
to insurance company managers, and to those who supply capital is not 
conceived as something over and above a reward to factors of production, 
but rather it is the reward to those who contribute to its success. Ethi-
cal standards require a fair apportionment or distribution of the returns 
for the professional -activities th those who contribute to the success 
of the total operation of the industry. Admittedly, the problem of fair 
and just distribution is not an easy one. Basic problems are not solved 
easily. 
If a profession can exist only in those areas of activity which are 
so complex that society cannot permit the slogan of caveat emptor to 
prevail, it follows logically that the only people capable of judging 
some mistakes would be the practitioners of the profession. Another 
theme suggested by Professor Hughes in the study of occupations is the 
tracing of mistakes and failures and he suggests to note particularly 
who defines them; that is, who will define what a mistake is, and 
identify it when it has been made. As long as the insurance industry 
abdicates its prerogative in this area, insurance professionals shall 
continue to have mistakes defined by law. Indeed here is a problem 
which constitutes a real challenge to the professional societies cur-
rently existing in the insurance industry. 
Most business codes of ethics have been elaborated from the prin-
ciples laid down by the principles of business conduct of the United 
States Chamber of Commerce and the Code of Ethics of Rotary,Interna-
tional. Such codes are merely the first step in the analysis 
of business postulates. An analogy may be drawn in the field of law. 
The Constitution of the United States is a set of legal and political 
principles; but to consider the Constitution alone as the last word in 
political and legal control without considering consequent legislation, 
judicial interpretation, administrative enforcement, would be highly 
impracticable. 
Another analogy might be made with Euclid's Geometry. A knowledge 
of Euclid's Geometry does not equip a student with the ability to build 
a bridge or a road. The propositions of Euclid's Geometry follow from 
axioms and postulates of his system. The proposition in Euclid's 
Geometry is merely the first step in the functional analysis of the 
postulates. 
The implication is obvious. Could it be that it is impossible for 
the application of a code of ethics to an industry? Must it be that the 
elaboration of an ethical code will have to be explanatory and illustra-
tive, but not administrative? Is the force of public opinion sufficient 
to raise the insurance industry, universally, to a professional status1 
If the answer is 11yes 11 , it means that a code of ethics for the insurance 
industry is merely a declaration of principles--not a practical application 
of them. Vfllerever business codes of ethics have occurred, they have been 
promulgated by practical men. This then, is not an unworkable theory. 
It is, I hope, the explanation of t he kind of practice necessary. 
A project beyond the scope of this monograph is the collection of 
cases which have actually been experienced by men in the insurance 
industry--cases which, when analyzed, interpreted, and perhaps even 
adjudicated by a responsible committee, wi l l provide a cumulative set of 
well-defined precedents needing constant codification of desirable and 
undesirable practices. In a sense, the Law Merchant of England, several 
centuries ago, evolved out of practical experiences somewhat similar to 
that which is proposed here.· Should the enforcement of the generally-
accepted standards be accomplished through legal agencies and statutory 
enactment, or by sanctions controlled by the insurance industry itself? 
My personal aversion for governmental agencies may be explainable by a 
natural desire of an American citizen to have his government govern as 
little as possible, or it may be due to an intuition that, ethics is 
inimicable to, and incompatible with, my concept of professionalism in 
a free society. 
It may be significant that in at least two states, as widely sepa-
rated as Tennessee and Washington some effort is being made by the insur-
ance department to set up a code of ethics and to encourage its adoption 
by giving the code the effect of law. 
In the Introduction to Insurance Manuals, published by his depart-
ment, Mr. W. A. Sullivan, Insurance Comrdssioner of the State of Washing-
ton, quotes the Washington Insurance Code, 
"The business of insurance is one affected by 
the public interest, requiring that all persons 
be actuated by good faith, abstain from decep-
tion, and practice honesty and equity in all 
insurance matters. Upon the insurer, the 
insured, and their representatives rest the 
duty of preserving inviolate the integrity of 
insurance. u 
Mr. Sullivan continues, 11 In keeping with this principle the following 
creed is recommended as being in the best interests of the insuring pub-
lie; 
"In all my relations with clients I agree to 
observe the following rule of professional 
conduct: I shall in the light of all the cir-
cumstances surrounding my client, which I shall 
make every effort to ascertain and understand, 
give him that service which, lla.d I been in the 
same circumstances, I would have applied to myself." 
Commissioner Arch E. Northingtoh, State of Tennessee, has prepared a 
booklet 1m! and Ethics of Insurance Agency. Particularly, in this 
booklet, do we see a distinction made between what is legal and what 
is ethical. Specifically, Commissioner Northington says, 
11 It goes without saying that the licensing 
official must give full consideration to the 
applicable laws measuring the competency of 
the applicant, but a great many other consi-
derations demand attention •••• The position 
of advantage often enjoyed by the agent ••• 
with the policyholder, who so often must rely 
heavily upon the advice of the agent, makes it 
most essential that a high standard of ethics 
be maintained. tt 
The Tennessee Commissioner's concept of professional ethics seems 
to be very much like that which has been set forth here. (One exception 
is that I would classify honesty as primarily a moral characteristic, 
although I can concede dishonesty can redound to the disadvantage of 
the group of insurance professionals). There is no legal obligation 
upon the insurance agent to continue to study, but there is an ethical 
one. Is there a moral one? .Mr. Northington says, 11 The insurance agent 
is obligated to develop his ability through studying his business and 
the changes that transpire in such business, thus to render more effi-
cient service to policyholders." 
There is no legal obligation for an insurance agent to cooperate 
with those agencies which seek to minimize or eliminate the risks (to 
the extent that such movements are successful) and thus remove the need . 
for his serVices. The dentist who recommends fluoridation of water (and 
to the extent that such fluoridation contributes to the elimination of 
tooth decay) is serving the public and at the same time minimizing the 
need for his own professional services. The Tennessee booklet says, 
liThe insurance agent may well consider it a duty to cooperate with 
national, state and local authorities, or any other organization 
striving to reduce fire waste, accidents or any other causes of losses.u 
In the inst.U'ance industry reference is made to the moral hazards as 
well as the physical hazards of a risk. The Commissioner recognizes this 
when he says, " ••• should never insure a risk to the extent that insurance 
may induce or serve as a motive for crime. 11 
It has been my contention that ethical behavior is that kind of 
reasoned, right behavior necessary for the preservation of the group. 
"The group11 has been used in two senses--(1) the association of profess-
ional (insurance) men and (2) the public at large. The Tennessee book-
let demonstrates a similar concept. The two following quotations illus-
trate this point: 
(1) liThe insurance agent is constantly engaging in 
competition with other agencies and companies 
and 
in this community. He should meet such compe-
tition on an honorable and fair basis, re-
fraining from false statements and misrepre-
sentations, and, above all, he must not, by 
omission of facts, by representing facts through 
inference, or by any subterfuge, create a mis-
understanding in the mind of an insurance pros-
pect." 
(2) liThe ethical insurance agent will not engage in 
any practice that will bring the business of 
insurance into disrepute before the public. 
He will serve applicants and policyholders 
first and his own interest will be secondary. 
In so doing, confidential information will be 
treated as such and used only for the purpose 
given. 11 
A;bove, it was stated that 11 twisting 11 was illegal, 
immoral and unethical. With this contention Pmr. Northington would 
agree. He says, "Of course, this practice (twisting) is a flagrant 
violation of any code of ethics that might be devised.u 
There is a distinct difference between law and ethics: 
"Abstinence from law violations and deceptive 
practices is not adequate to entitle an agent 
to be called ethical. The agent must do more 
to the extent that he so conducts his business 
that the interests of the policyholders take 
precedence over those of the agent. When such 
service has been rendered honestly and effi-
ciently and without injustice to the applicant, 
policyholder, insurer or competitor, it may then 
be said that the agent has observed the rules 
of ethics." 
If a code of ethics is necessary for further professionalization 
of the insurance industry, and if members of the industry can agree 
upon the component parts, i.e., items in the code, or principles of 
ethical behavior, and if no one in the industry wants to perform the 
"dirty11 and necessary job of sanctioning those who deviate from such 
a code, perhaps the answer may be the incorporation of such a code 
within the statutes of the several States and have the Insurance Com-
missioner enforce the code in that manner. 
Professor Bunting, pointed out, 11It is not sufficient to establish 
a code of behavior and then anticipate complete compliance by all mem-
bers of the group engaged in a particular business." 
It is interesting that of the eight fundamental requirements that he 
suggests for the establishment of a profession, at least four of them 
apply to the code: (1) The establishment of an ethical code; (2) Pro-
vision for the service motive; (J) Provision for an administrative 
code; (4) Establishment of penalties for non-compliance. The other 
four 11 fundamental 11 requirements are: (1) The establishment of the 
field to be covered; (2) Provision of rules for membership; (.3) The 
development of educational standards and (4) The establishment of an 
education degree. 
Professor Kahn-Freund of the London School of Economics calls our 
attention to the lack of legal s~1ctions on regulating English insur-
ance. It is important to note that the code of ethics is a pre-
capitalistic pattern of regulation in England which has survived into 
our times. In many respects the uncodified body of professional insur-
ance ethics in the city of London in which the insurance business is 
concentrated, acts as a substitute for legal norms. 
It will be recalled that the medieval guilds were self-disciplinipg, 
self-regulating groups, organized in occupational clusters, adhering to 
a code of ethics. Perhaps this is what Professor John M. Clark had in 
mind when he spoke of our formidable assignment with destiny. His words 
are, 11 Can we restore the saving positive value which medieval society 
had by learning to act as members of one body under the strains of a 
dynamic ••• society? u 
Earlier, Professor Clark observed that, 11This element of practical 
ethics has become an indispensable economic factor of production. 11 
The insurance industry cannot consider the matter of professional 
standards of conduct as of academic concern only. At least two states 
{New York and California) have laws requiring that the public be pro-
tected by requiring and maintaining professional standards of conduct 
on the part of all insurance agents and brokers. The laws use the 
--
specific word: 11 professional11 • Therefore, if the industry is to avoid 
further encroachment of control by government in an area which ought 
to be controlled by professionals, it must spell out precisely what 
professional standards of conduct involve for the insurance producers. 
So far, California at least, concerns itself only with the ethics 
specified in the statutes. The California Commissioner writes me, 
u ••• Many of the matters which might be considered to be solely ethical 
. considerations in other jurisdictions are reduced to law in this State •11 
CHAPTER SIX 
Social Control of the Insurance Industry 
Q:l: ~ 
Application of Governmental Guidance 
:Qy means of 
Law, etc. 
.. 
CHAPTER SIX 
11 How did it come about that competition, publicity, custom., case 
law, and self-regulation were not relied upon to police both the price 
and the content of insurance policies? 11 Mr. Friedrich Kessler's answer 
turns out to be that these forces were tried, and, due to the particular 
nature of the industry and of its products, were found wanting. 
Mr. James B. Donovan, speaking at the same conference with Mr. 
Kessler, said, 11 I believe that the business of insurance today is the 
most over-regulated industry in the United States. 11 
and, 
"The reasons for this complex pattern of 
regulation are difficult to comprehend. 
The usual banalities stated by courts 
and writers is that the insurance business 
is affected with the public interest. 
Insurance is no more affected with the pub-
lic interest than the steel, iron, bread, 
milk, or eye glasses. It is a highly-
competitive industry, not to be confused 
with the public utilities. It is ridicu-
lous, for example, to assert that the 
general public 'must have' automobile 
liability insurance, any more than they 
must have automobiles or the gasoline 
necessary for their operation •••• I say 
that the regulatory pendulum has swung 
too far, that its movement in another 
direction is overdue and would promote 
a healthier industry, kept vital by the 
forces of competition.u 
To put it mildly, w~ . Donovan's views differ from mine. 
It is not unfair to N~. Donovan to say that he reveals no con-
cept of the reason why the insurance business is regulated. We have 
goals toward which our economic society is striving. These goals may 
not always be spelled out precisely, but ther have been codified 
sufficiently so that there is general agreement as to what they are. 
Professor John M. Clark might have been answering Mr. Donovan when he 
said, 
11We can no longer rely on economically-correct 
results (goals) automatically as an unintended 
by-product of what individuals do in the pursuit 
of private interests." 
It i s a fair presumption that .Mr . Donovan is not familiar with the 
Encyclical letter of His Holiness, Pope Pius XI, wherein he says, 
"Free competition, however, though within certain 
limits just and productive of good results, can-
not be the ruling principle of the economic world. 
This has been abundantly proved by the consequences 
that have followed from the free reign given to 
those dangerous individualistic ideals. _It is 
therefore very necessary that economic affairs be 
once more subjected to and governed by a true and 
effective guiding principle." 
In the same paragraph Pius says, 
"the individualistic school, ignorant or forgetful 
of the sociB.l. · a,n~ moral aspects of economic matters, 
teaches that the State should refrain in theory and 
practice from interfering therein ••• 11 
Still in the same paragraph, the Pope declares that economic supremacy, 
presumably complete self-regulation by the insurance industry could be 
included, 
IIFor this is a headstrong and vehement power ••• 
which, cannot, however, be curbed and governed 
by itself. More lofty and noble principles 
must therefore be sought in order to control 
this supremacy sternly and uncompromisingly; 
to wit, social justice and social charity." 
It is an intriguing notion that time may demonstrate that legis-
lators who have enacted State-Funds for insurance underwriting have 
been guilty of unethical behavior. Such a conclusion is logical for 
those who conceive the ~ole of law, as I do, as necessary only to the 
extent that it is required for the remedy of an evil, or for the remo-
val of a danger. Only as long as such laws serve to provide coverage 
which otherwise would not be available to the public because of inability, 
or unwillingness, on the part of private insurance carriers, can such laws 
be considered just. Pope Leo XIII says, 
1~/henever the general interest of any parti-
cular class suffers, or is threatened with 
evils which can ill ~ other ~ be met, the 
public authority must step into meet them.n 
Incidentally, the Social Security program would not fall into the cate-
gory of an unjust law, or of evidence of unethical behavior as yet. 
If it is true that private insurance companies and insurance pro-
ducers presently perform a necessary and useful function in our dynamic 
economy, and if this function is necessary for the public welfare, it 
follows that the public has the right to expect (a) the industry to 
regulate itself, and (b) the government either to supervise that regu-
lation, or to set down the framework of reference within which the 
industry will regulate itself. The insurance industry is in a very 
real sense a specialized type of public utility. Insurance contracts 
are different commodities from those sold by department stores and 
specialty shops. 
Conversely, when the General Counsel of the National Bureau of Casualty 
Underwriters declares 11At present the insurance industry is afflicted with 
over-regulation on the false premise that insurance is somehow different 
from any other commodi ty11 , he may be speaking about an end result which 
may be true; namely, that there is over-regulation. But he certainly 
has given the wrong reason for it. Insurance is a different commodity 
Over forty years ago, in the German Alliance Insurance Company 
case it was decided that the State had the right, and the duty to 
regulate some rates in the insurance industry. The 1914 
decision was merely an extension in the evolution of the concept of 
an industry affected with public interest. 
Today we should recognize that for technical or other reasons, 
certain types of industries cannot be permitted to be competitive. 
Many industries cannot be permitted to engage in price competition. 
Companies furnishing such services as Telephone, Telegraph, electri-
city, gas, water, steam and sewage are basic to this classification. 
Moreover, co~non carriers of persons and property, such as toll 
bridges, crane elevators., terminal companies, ferries, refrigerator 
car companies, warehouses, stockyards, are also included as businesses 
affected with the public interest. 
Somewhat akin to the present notion of the obligations of .a common 
carrier may be found in the remote antecedent of the public utilities 
concept which was found in the "common calling" about five centuries 
ago in England. Professor Troxel cites that among those in the list 
of common "public 11 occupations were innkeepers, ferrymen, surgeons, 
barbers, brewers, bakers and many others who dealt with the public. 
When one was engaged in a common employment he had special obligations 
which were not attached to private employment--particularly the duty 
to serve all who came for service. 
Apparently, those who serve 11all11 earn honor and status. In the 
earliest days of Harvard College, graduates were listed not in order 
of rank of achievement nor in alpahabetical order. Rather, they were 
listed according to the status of the occupation of their father. 
As indicative of the social prestige and ranking of the occupational 
status of common calling, it is significant to note that, before the 
Revolutionary War, the sons of those engaged in 11 common occupations" 
were listed ahead of (for example) the son of the Governor of Wassa-
chusetts. So too, p~esumably, were the sons of the brewers. 
If insurance is a public utility, and if insurance men are engaged 
in a 11 public 11 occupation, does it follow that they have the duty to 
serve all who come for service? It appears obvious that professional 
insurance counselors have the duty to counsel with all who come for 
service. It is not at all clear that an insurance company has a 
comparable duty to issue insurance contacts to all who apply. To 
some extent, however, the insurance industry is faced with a dilemma 
which is not unlike th~t faced by those in other professions. The 
assigned risk plans are evidence of an attempt at a .solution tp this 
problem. In general, public utilities are differentiated from the 
extractive industries such as lumbering or mining, and/or from manu-
facturing industries by three characteristics, namely; (1) The optimum 
scale of enterprise is so large that it would be uneconomical for society 
to permit competition for the factors of production which would be .suffi-
ctent to service the market, and at the same time, since the scale of 
operations is so large (for e~uple, in a decreasing-cost industry such 
as the providing of electrical ene~gy), it would be uneconomical to 
permit competition between two, or among several, suppliers of the goods. 
(2) Related to the first, but different, where inconveniences would 
arrive because of a duplication of service, (such as two telephone 
companies competing in the same town with each other) and, (3) The 
product or service is generally considered to be a 11 necessityll, i.e., 
it is widely used and there are no satisfactory substitutes. 
Insurance, therefore, may be classified as a necessity since neither 
self-insurance, nor non-insurance, may be considered to be a satisfac-
tory substitute for the purchase of an instirance contract by the great 
mass of insurance consumers. 
The meaning of the concept of a public utility is extremely impor-
tant. To be sure, all businesses have always been restrained by the 
laws of property and contract and by the laws requiring the protection 
of health and safety of the public. However, public utilities have 
been regulated in a special manner. The tr.aditional rights of private 
property are limited more for the public utility than for general 
businesses. Professor Troxel points out that the public utility 
concept is a modern legal creation. He adds that in a 
sense any past public control of private business is an antecedent; 
societies of all kinds govern individual behavior in the interest of 
what is conceived to be the general welfare. The 11 just price 11 of medie-
val times is an example of a social control of business. The 11 just 
price" was an ethically-controlled price. The 11 reasonable 11 price 
charged by a public utility is conceived to be in the general welfare. 
In both instances, the price is different and generally lower than 
that which would be obtained if market forces alone were permitted 
to operate so as to arrive at a price which would equilibrate the 
supply of, and the demand for, goods and services. 
We might conclude that the States, (indeed, Government), since the 
German Alliance Insurance Company Case, have had the right to regulate 
fire insurance rates, among other prices, charged by private carriers 
for insurance. In attempting to strike a balance, the legislatures have 
insisted that insurance rates be (1) just and fair insofar as the pub-
lie was concerned, that is, they would not be 11too high11 , and (2) that 
they be sufficient to maintain adequate service and financial solvency 
for the insurance companies-that is, they will not be 11too low", and 
(3) that they will not be discriminatory among the various classifi-
cations of insurance consumers. One may say that a ceiling must be 
set which will protect the public welfare; and a floor must be estab-
lished which will insure financial integrity for the company. Some-
where between the maxima and minima are rates which will be neither 
11unjust 11 nor 1Q.nreasonable11 • 
In ~funn v. Illinois, the Supreme Court held that 
"when one devotes his property to a use in 
which the public has an interest, he grants 
to the public an interest in that use, and 
must submit to be controlled by the public 
for the common good to the extent of that 
interest , he has created. 11 
And for a delimitation of those businesses which are public utilities, 
one must look to the decisionsof the Courts. To be sure, there have 
been varied interpretations with respect to the meaning of such terms 
as "commerce" and "general welfare" over time~ Vfe should expect, rather 
than be surprised at, changes in a dynamic evolving-society, such as 
ours. 
Jlilunn v. Illinois centered around property; the German Alliance Insur-
ance Company Case noted that there was no property, in a physical sense 
that could be said to be devoted to a public use, rather that the 
insurance i ndustry was exclusively concerned with private and personal 
contracts. Insurance, it was argued, had few external characteristics 
of transportation, communications and other public utilities which had 
been the objects of rate regulations in the United States before that 
time. Yet, realistically, the Court observed fire insurance was a 
virtual necessity for every property owner. The cost of f ire insurance 
was a significant cost item for the business man, the farmer, or the 
individual property owner. Professor Barnes points out that low 
insurance rates encourage the purchase of insurance. The 
Kansas Legislature through its Superintendent of Insurance simply was 
taking advantage of an existing demand schedule for fire insurance; 
by ordering a lower price it was making the product (service) available 
to more persons while 11 all other things remained equal". The widespread 
use of the service provided by f ire insurance added to the financial 
security of the commuhity, but the individual purchaser negotiating 
for this necessity, had little or no influence on the price of insur-
ance, since the rates were fixed by agreement among the underwriters. 
Here then, the economic necessity of the product made an impression on 
the jurists and ~~. Justice McKenna, said that 
11 a business by circumstances and its nature, 
may rise from private to be of public con-
cern and be subject in consequence to govern-
mental regulation.n 
In effect, the broad proposition that the right to regulate depends upon 
the general character of the business and its relation to the public 
was well established in American jurisprudence, just as it had been in 
England in the Fourteenth and .Fifteenth Centuries. "The decision con-
stituted an invitation to the extension of regulatory authority wherever 
an essential public interest could be served. 11 The insurance 
industry would do well not to forget Professor Barnes' prophetic obser-
vation. 
It has been agreed that, in the long run, we, in our representative 
democracy, get the kind of government we deserV-e. Mr. James B. Donovan, 
expressed the faith when he said, 11Public demand for flexible insurance 
contracts to meet insurance needs realistically, will eventually free 
the insurance business from the stultifying confines of excessive regu-
lation." I feel that professional insurance men, and not the general 
public, should exert their influence to delimit the activities of govern-
mental agencies. 
Fainsod and Gordon remind us that governments function in an economic 
context. 11'l'hey adopt policies which both reflect and shape the economy 
in which they function. The nature of economic policies- which they adopt 
varies greatly with time and place and circumstance." 
The professional attitude toward government guidance and direction of the 
American economy involves a notion completely different from the tradi-
tional laissez-faire. More often 11hands-off11 was a one-way proposition: 
that is, government should keep its 11hands-off11 business, and not set up 
11r.Qstrictive laws 11 • It seems never to have been generally appreciated 
that laissez-faire was a two-way street on which government was not only 
to keep its 1'hands-off11 business, but business was to keep its 11 hands-off11 
government. 
Fortunately for the insurance industry, and for the United States, the 
disclosures by the Temporary National Economic Committee stimulated a 
sufficient reform in the life insurance industry that the observation of 
David Lynch is no longer applicable. However, his conclusion concerning 
the activities of life insurance companies in influencing governmental 
decisions are sufficiently important to be quoted at length. After citing 
names, dates, places and specific activities, Daviq Lynch summarizes thusly: 
11 If lobbying by life insurance companies is looked 
upon as a case example, representative of what 
business men have come to consider a customary, 
natural, and approved method of procedure, it 
reflects truly a divergent course in the evolution 
of the free enterprise system and of representa-
tive government as these institutions were conceived 
of in the nineteenth century. Such practices, indeed, 
may be so out of harmony with both free enterprise 
and fee institutions that they become the fruit which 
destroys the tree. We now have the phenomena of cor-
porations that have little or no r esponsi bill ty to 
the states wherein they are most active (having 
received their charters-often they are most active 
(having received their charters - often ultra-liberal 
charters-from foreign states) and show little evi-
dence of responsibility to the states wherein they 
are most active (having received their charters -
often ultra-liberal charters - from foreign states) 
and show little evidence of responsibility to their 
talent, and of publicity to determine the activ.ities 
of the elected representatives of the people. When 
substantially all the pressure, suasion, duress, and 
publicity is in one direction, legislators often 
willingly or unwillingly yield, and consciously or 
unconsciously alter representative government to a 
system of control by the dominant pressure groups. 
It appears that a pattern is being established; 
few business men seem to challenge it from an 
ethical standpoint or to have thought it out to 
its ultimate impact upon free institutions. No 
doubt many would brand as subversive anyone who rrdght 
have the temerity even to raise the issue. 11 
No one in the insurance industry would deny that Roger Kenney is on 
the side of the angels. As editor of United States Investor he has 
been forthright and objective in judging the facts as he saw ·them for 
the good of American economy--all the while realizing that what was. 
good for the economy was good for the insurance business. With respect 
to the Federal-State relationship in the regulation of the industry, 
Kenney admonishes the accident and health companies to avoid testing 
Public Law 15. The attitude taken by some accident and health 
insurance companies in questioning the right of the Federal Trade Com-
mission to regulate the truthfulness in advertising of the product 
offered for sale by these companies seems so ridiculous, to me, as not 
to merit further comment. While the insurance industry is to a large 
extent a 11domestic 11 industry, it is absurd (or ridiculous) to deny 
either the importance of its activities on a Federal level or to_._ignore 
the importance of foreign companies on a State level. 
President Calvin Coolidge could have been speaking to those cited 
by the Federal Trade Commission for (alleged) misleading advertising, 
even though he was addressing a meeting of the Cotton Spinning industry, 
when he said: 
"You men who are responsible for an industry 
ought to make unlawful and improper practices 
in that industry thoroughly unfashionable. 
It may seem expensive to change improper 
practices, but they will have to be changed 
in the end; and the sooner it is done, the 
less expensive it will be.---Only upon 
justice can there be reared any lasting 
prosperity •11 
Perhaps it was a recognition of the fact that life insurance was, in 
fact, interstate commerce that The American College of Life Underwriters 
was chartered by the Congress of the United States, in 1927. 
Indeed, it is possible to trace a continuous thread of thought from 
President Theodore Roosevelt, through President Taft, to our own day 
where many feel our system of attempting to regulate any corporation on 
a State level is obsolete. Professor Adams (an Economist) expresses 
the 11feeling 11 eloquently: 
11 In my opinion, only through Federal incorporation 
of corpor ations, or through a strict Federal 
corporation license system, can be stopped the 
growth of monopolistic combines in industry, and 
the overcapitalization and inside financial mani-
pulation of corporate securities. To argue with 
such legislation would be an infringement on "states' 
rights 11 by the Federal government, is little short 
of ridiculous. The business of the large corpora-
tion is interstate; and the enterprises which 
carry on this interstate business should be 
creatures of the Federal government.u 
None of us in the insurance industry seriously que stions the right 
of Congress to regulate the manufacture and sale and distribution of 
foods and drugs. To the extent that insurance is as vital and neces-
sary a commodity to the citizenry as drugs are, Congress obviously has 
the right to regulate the advertising so that, as a minimum requirement, 
truthfulness will be maintained. It is one thing to have an insurance 
company deny the allegation when the Federal Trade Commission alleges 
that the extent of coverage, the cancellability of policies, and the 
amounts of benefits have been misrepresented. It is quite another 
thing to say, "You have no right to question whether or not I have 
misrepresented my advertising." It is little wonder that the insuring 
public draws the analogy on such behavior to that of a person caught 
stealing by a State policeman and puts forth as a defense that the 
State policeman has no right to arrest since the conversion of property 
was done a local (city or town) level. Let's face it~ Federal regu-
l ation is here to stay. 
Let us examine specifically what Congress said when it passed Public 
Law 15 on March 91 1945. This law, otherwise known as the McCarran 
.Act, provided, among other things, that 
11the act of July 2, 1890, as .amended1 known 
as the Sherman Act, and the act of October 
15, 1914, known as the Clayton Act, and the 
act of September 26, 1914, .known as the 
Federal Trade Commission act, as amended, 
shall be applicable to the business of 
insurance to the extent that such l:usiness 
is not regulated by State law." 
In the evolution of the regulation of the insurance industry this 
act stands out as one wherein, on the surface, the intent of Congress 
is pretty clear. Just as the social security program encouraged the 
States to adopt Unemployment Compensation insurance programs, so too 
does Public Law 15 encourage and permit the State to enact laws which 
will regulate the insurance industry. In a sense, minimum standards 
are set by the Federal government while the States are permitted to 
work out their own solutions in such a manner as to solve the indi-
vidual problems of the several States. Failure of the states to 
enactc:. 11 inslilating 11 legislation, however, leaves open the necessity 
for regulation by the F.T.C., ~ ~. 
It is discouraging that it is necessary to legislate such a quality, 
or virtue, as truthfulness. One of the dilemmas which is not yet re-
solved in my own mind is the extent to which morality can be legislated. 
It is beyond the scope of this work to delve deeply into this problem, 
although it is touched upon in Chapter Four. However, one can observe 
to the extent that wages constitute a socio-moralistic problem, mini-
mum wage laws have, to some extent, served to accomplish social justice. 
It would be naive to overlook the fact that when minimum wage laws peg 
wages so high that some marginal firms cannot afford to pay the legal 
and survive, unemployment will result. 
To the extent that fair, just, adequate prices are determined by 
regulatory agencies for the insurance industry, and to the extent that 
such prices are fair, just and adequate, we may have an example of 
morality being legislated, or determined, by a quasi-legislative 
behavior pattern (See also the distinction between morality and ethics 
in Chapter Five.) 
With respect to the insurance professional's attitude toward 
government regulation of industry--mor e specifically the relationship 
between Federal and State regulation to the industry--we may note 
Kenney's observations: 
11¥U th some eight or so states having no fair 
trade practice acts on their books and with 
still other states, making little or no pre-
tense either for budgetary or other reasons--
to apply their general police power to the 
advertising of domestic companies doi ng business 
on an unlicensed basis in other states, it has 
seemed that any one of the seventeen (this num-
ber has been increased) companies cited would 
be pursuing a very dangerous course-not only 
for themselves, but the entire industry (to 
say nothing about State regulation i tself)--
if they ventured forth on a program of liti-
gation designed to secure final interpretation 
of the McCarran Act. As we stated in our recent 
article, such a procedure smacks too much of the 
grave tactical error committed in the S.E.U.A. 
case to have any appeal to us. 11 
Perhaps a better descriptive term0f the Federal-State relation 
to the insurance industry) than peaceful coexistence, or competitive 
coexistence, is concur rent coexistence. Donald Knowlton, Insurance 
Commissioner of New Hampshire, while president of the National Associ-
ation of Insurance Co~nissioners, stated, 
11 If, in spite of all we may do, t here is still 
some question of concurrent jurisdiction between 
the States and the Federal Trade Commission, the 
area of jurisdiction should be explored." 
Commissioner Knowlton demonstrates his awareness of the importance of 
the insurance industry to the public, and the public's realization of 
the importance of insurance to itself, when he says, 11 I hope we can 
develop some method of cooperation with the F.T.C. toward the solution 
of these problems and towards the prevention of any action which may 
destroy public confidence in this portion of the business of insurance." 
In contrast to the approach suggested by Commissioner Knowlton, 
others advocate a knock-down-drag-out fight with the F.T.C. on the 
question of jurisdiction. Since Superintendent Bohlinger of New York 
had been unable to extract a promise that the F.T.C. would confine its 
proceedings to unfair advertisers, Th~. Kenney concludes that a head-on 
collision would destroy any hope of peaceful coexistence and would 
11only lead to the eventual (and not too eventual at that) elimination 
of the States from the entire regulatory picture. 11 
\~ile Mr. Kenney said entire regulatory picture, I feel that the 
day when State regulation will be entirely removed is in the very dis-
tant future. As long as State revenues from insurance companies• acti-
vities remain as large as they currently are, one should not assume 
that legislators will voluntari ly give up t his lucrative source of 
revenue. Until the day when professional insurance men educate and 
counsel individuals that a fair tax system would involve fewer indirect 
taxes on all businesses (including the i nsurance industry) and that the 
incidence of taxation may be to a greater extent shifted to progressive 
income tax, we need not consider the abandonment of the regulation of 
the insurance industry by the individual states as a realistic possibi-
lity. 
Perhaps this is a matter for another study. But the insurance pro-
fessional must be so educated as to develop a social philosophy which 
establishes goals, norms, or objectives, toward which he must contribute 
in his daily activities, to the accomplishment of what-is-good-for-America. 
(Professor Bowen, among others, points to this behavior as one of the spec-
ific responsibilities of a professional business man.) The insurance 
professional must be educated to be able to explain why he feels (for 
example) that one system of taxation, while it has disadvantages, has, 
at the same time, advantages which more than outweigh the network of 
other (existing or nonexisting) systems of taxation. Currently, I am 
disturbed by my insurance colleagues who advocate a change in the system 
of taxation. They, from my point of view, give the right reason for a 
change--namely, that the incidence of a tax upon insurance premiums is 
ultimately borne by the consumer, and, therefore, the tax is an unfair, 
indirect tax. However, I do not agree with their conclusion that the 
alternative is a sales tax. A sales tax simply would replace one 
unfair method of taxation with one which was even more unfair. A sales 
tax would fall most heavily on those least able to pay. Of course, such 
moral judgments as these are based upon moral norms. (See the above 
discussion with reference to the insurance professional's attitude 
toward the direction his country should evolve in order to attain a 
higher degree of justice and equality.) A system of progressive income 
taxes contributes to the possibility of a dynamic economy to the 
extent that it makes for greater fluidity of accumulation of wealth 
by some means other than inheritance, and to the extent that it 
makes possible greater mobility among the various social stratas in 
our economy. 
GH.APTER SEVEN 
Social Control of the Insurance I ndustry 
Application of Governmental Guidance ~ Direction 
Licensure. 
CHAPTER Sl!."'VEN 
Professor J. Whitney Buntin-3 observes, 11The very idea of 
specialization implies a restricted membership regulated by a 
central authority.u Obviously, the central authority 
may be either an independent group of specialists or a government-
ally sponsored licentiate. 
Economists describe free goods (or services) as those which 
exist so plentifully that they command no price and they are avail-
able without any human effort being required to obtain them. Air, 
for example, under most conditions and circumstances, would be an 
ex~ple of a free good. If one were to plot a supply curve for a 
free good, he would observe that it coincided exactly with the X-axis 
on a graph. It would be infinitely perfectly elastic. 
It is immediately apparent that the supply curve for insurance 
contracts is something less than perfectly elastic. In other words, 
if one were to plot it, he would find that it would tend to rise from 
the lower left-hand to the upper right of an arithmetic scale. The 
more inelastic the supply schedule of insurance contracts and ser-
vices becomes, when this data is plotted on a graph, one observes 
that the line, (supply curve)tends to more closely parallel the 
Y-axis than the X-axis. 
Since it is always true, in the insurance industry, that the 
supply of good (contracts) and services (of insurance producers) is 
always something less than perfectly elastic, and since a profession 
" 
either inherits, or aids, the creation of a supply (which is less 
than perfectly elastic) of goods and services, the imrnediate problem 
facing us is one of analysis of (1) why the supply schedule is as 
elastic (or inelastic) as it is, and (2) what can be or should be done 
to make the supply more inelastic if it is in the public interest to do 
so. 
There are some inherent cultural forces which are generally said to 
be indigenous to the economy which contribute to the fact that the sup-
ply of firms, goods, services, is something less than perfectly elastic. 
Such things as unequal mental cape.ci ties and native abilities, unequal 
inheritance of wealth and contracts are usually cited as forces over 
which the individual, and society in general, have no control. As more 
data becomes available, perhaps it will be realized that many of the 
causes for human failures in business can be overcome, at least in part, 
by education. 
A case in point is reported by Durrr1 & Bradstreet. In 1953 an analysis 
by this firm revealed that the results of business failure followed the 
same pattern that they have for the last fifty and more years. 
11VIhere there is a recurring pattern, there is a sig-
nificance which invites investigation. And the 
failure record through the years has shown one 
nattern that has never varied--nine times out of 
ten (89.4%), a failure can be traced directly to 
lack of experience or lack of aptitude for 
running a business." 
In the insurance industry a young man is often admonished by company 
officials, particularly special agents, as he embarks upon a career as 
an insurance producer--especially on the level of the local agent~-that 
the first five years are the hardest. The reason for this observation 
is fairly obvious. By the time five years have elapsed renmval policies 
and renewal commissions begin to accumulate and business which is likely 
to switch to the new producer, for whatever reason, has begun to flow 
his way. Vfui.le no statistics are available, (and it would make a 
fascinating study) as to the number of insurance agents and brokers who 
voluntarily retire from the industry, because they cannot afford to sur-
vive the long term, it may hot be an exaggeration to say that the insur-
ance industry (on the independent agent's level) experiences failures 
even at a higher rate than do commercial ventures in general. Dunn & 
Bradstreet further report, 
nAn interesting aspect of commercial failures 
has remained fairly constant through the years ••• 
if a concern is destined to be a failure, it 
usually doesn't take much time in becoming one. 
This study shows that 58.5% of the concerns 
that failed during 1953 had been in business 
for five years or less. It is in this period, 
when the business is feeling its way around 
and getting its feet on the ground, that it is 
most vulnerable to failure. 11 
Recently, a letter was written to the editor of one of the outstand-
ing New England insurance weeklies (~ Standard) by a local agent who 
claimed to have had several successful years as a company employee 
before he ventured into insurance producing as an independent local 
agent. He contended that because of his own experience in a three-year 
period wherein he had used up all of his savings while trying to build 
up his own business, that the only solution for cases like lus was a 
subsidy from the insurance companies. 
Such a subsidy could only serve as a further avenue for domination 
of the "independent II producer by the insurance company. Such an arrange-
ment in the field of insurance would be like a medical doctor accepting 
gifts of money from a drug supply house during the first few years that 
he was establishing a practice. Such a procedure would work against 
all notions of professional behavior. The doctor could, naturally, 
feel obligated to recommend that his patients {clients) buy the drugs, 
and only the drugs, supplied by the benevolent drug firm. The criteria 
for prescription ndght not be what was good for doctor's client, but 
rather what was good for his patron. In the insurance industry, if 
local agents were to be subsidized by the company the criteria could 
easily be, 11 I shall recommend what is good for my patron company which 
enabled me to survive the lean years and let the interests of the insur-
ance client be secondary to the interests of the insurance company .u 
Business failures are due to human failures. When insurance producers 
fail after they have established themselves in business or fail to estab-
lish themselves at all for fear of failure, the supply of services 
offered to the public is less than otherwise would exist. Such a result 
redounds to the advantage of the public to the extent that incompetents 
are thus eliminated. Insurance education can contribute to overcoming 
some of the apparent causes for failure. Inadequate sales (49.7%) 
excessive fixed assets (9 • .3%), or competitive weakness (15.6%), which 
are listed as apparent causes for failures of commercial firma in 
general, may be the apparent causes for failures of insurance agencies. 
These are the kinds of things which insurance education in its broadest 
sense--involving internship as well as all of the learrung processes 
which are eXperienced by an insurance student in the formal educational 
situation--can contribute to the elimination of such causes as a source 
of failure. 
While factors which currently contribute to diminishing the supply 
of insurance services, and thus make the supply schedule more inelastic, 
are considered to be forces which are inherent ;v.ithin our economic 
system, the day may come if we set our sights high enough, when such 
factors will no longer serve as explanations for the failure of insurance 
producers. 
However, for the 4.9% of the businesses which fail due to an under-
lying cause of neglect which may be explained by bad habits, poor health, 
marital difficulties, or other similar apparent causes, will continue 
to be so classified. Insurance education, ~ ~' as currently con-
ceived, would consider that the elimination of such apparent causes 
was too ambitious in the immediate future. (Perhaps more effective 
character and religious education can contribute to the elimination 
of these causes). 
What has here been called control of supply is referred to elsewhere 
as limitation of numbers. Professor Taeusch says that 11A profession con-
sists of a limited and clearly-marked group of men who are trained by 
education and experience to perform certain functions better than their 
fellow men. 11 There are severalways in which this limitation 
can be accomplished. 
One of the most remarkable phenomena in the insurance industry has 
been the organization and the growth and the development and the influ-
ence of the National Association of Insurance Agents. As early as 
September 22, 1926, a plan was formulated to bring about the inte-
gration of the system of organization of the National Association ot 
Insurance Agents in such a way as to harmonize with the Commissioners 
of Insurance of the several states. To oversimplify the plan, one 
could state: As a pre-requisite for one to obtain a State license to 
act as an insurance agent 1 it would be necessary for him to be a member 
of a local board of insurance agents. Nowhere in the History of the 
National Association of Insurance Agents do we find any mention that 
any other-than local agents would be eligible for membership. Thus, 
all direct writers would be excluded as would be all salaried person-
nel who serve as insurance producers. 
The replies to my questionnaire by the National Association of 
Insurance Commissioners proves that not a single state has adopted the 
uneconomic attempt of the National Association of Insurance Agents to 
monopolize the insurance 11producing11 branch of the industry. 
When there is an uneconomic control of supply which results in 
the public paying prices which are far above what they would be if 
they were competitively determined, we have the result of what would 
be termed an unreasonable restraint of trade. When an initiation 
fee is exorbitant (to use the extreme case of the Chicago Glaziers, 
$1500) obviously the purpose of the fee is to restrict the numbers 
of those eligible to perform certain jobs. Society is forced thereby 
to pay a much higher price than either the services are worth, or 
could be commanded by the practitioners in a less monopolistic market. 
When lawyers or dentists or engineers or teachers speak of 11over-
crowding11, they are generally not referring to a lowering of standards 
which brings less competent practitioners to serve the public, and hence 
work against the public interests. When a genuine concern for overcrowd-
ing is based upon a realization that standards have been lowered, or are 
not high enough, or high as they should be, it follows that the complain-
ant is disturbed by the inadequate service rendered to the public 
by some practitioners. 
From time to time, public attention has been directed toward 
t ariffs which protects (baby industries which never grew up) ineffi-
cient producers who seek to exploit consumers while hiding behind the 
cloak of a protective tariff. Even the culture-heroes of our society, 
the doctors, through their American Medical Association, have been 
accused of controlling the capacity to supply doctors through the 
process of overly-rigid accreditation of medical schools. Such an 
unwarranted charge, of course, has never been substantiated, because 
the general public is convinced that the reason for a scarcity of 
capacity to produce more able medical doctors is not due to a 
conscious effort to restrict the supply., but to ~ insistence upon 
the maintenance of rigid, high standards. The public, therefore, 
feels assured that anyone who graduates from an accredited medical 
school, and holds himself out to serve humanity may be looked upon as 
one who has been, at a minimum, soundly and efficiently trained. Most 
doctors may even be educated and have a concept of the meaning of their 
Hippocratic oath. 
Several factors operate in such a manner as to control the supply 
of able insurance professionals. Perhaps we need only cite that indi-
viduals are born with abilities that range from the most competent to 
the inept. Differences in native ability hold as well for the qualities 
that enable people to earn incomes as for any single talent. Differences 
in personal energy and 11drive 11 , differences in family connections, family 
income and environment, constitute factors . which are controllable, if at 
all, to a very limited extent, by those in or i .nterested in the insur-
ance industry. 
However, rigid standards for selection for those who have· been 
properly trained can be eni'orced in the insurance industry, as an 
effective device to regulate the supply of personnel holding themselves 
out to serve the public in the public interest. Admittedly, the cost of 
training would remain a major bar to entering the higher-paid brackets 
of insurance as it does, and shall continue, in the field of medicine. 
To the extent that insurance is necessary to the survival of free 
institutions in our capitalistic economy, society should be willing to 
afford the cost of the intensive and specialized, yet broad, education 
ro1d training necessary to develop more insurance professionals. The 
individual and his family should be willing on economic grounds alone, 
(if he is able,--if he has the capacity to absorb the necessary education)--
to make the expenditure of money and time to prepare himself to serve his 
fellow men. Professor Semour Harris has demonstrated that the investment 
in a college education generally pays for itself in extra earnings in 
less than four years. The best paid jobs in our society (and the insur-
ance industry is no exception) are also usually the pleasantest in other 
respects; such as, the sense of success, the feeling of satisfaction for 
having served one's fellow men well, the feeling of having done a necessary 
and vital job well, the social prestige and status. 
The insurance industry is so closely interwoven with the lives of 
individual citizens and businesses that the State has, found it neces-
sary and advisable tq assure the citizenry of some minimum standard 
of decent and knowledgeable behavior on the part of insurance producers 
licensing them. A licensing technique by a legislatively-approved 
authority restricts the supply. 
Even though the purpose for licensing of insurance men may have 
no concern with the incomes of the licensee, the licensing procedure 
is bound to limit the supply of those eligible to serve the public as 
insurance producers and to the extent that it is successful in limit-
ing the supply, those who are licensed enjoy less competition and 
higher incomes. Below, is a discussion of this point based upon a 
survey which I made among the members of the National Association of 
Insurance Commissioners. 
It must be obvious to the reader that the author has some deep 
convictions, one of which is: whatever is good for the public is good 
for business. As a correlary, whatever is good for the insuring public 
is good for the insurance industry. This applies to such a minor matter 
as compulsory automobile liability insurance, or to the five-year install-
ment premium payment plan. Another conviction is that education if 
properly conceived and implemented can achieve wonders for our country. 
Stated another way: education is good for the country. It would follow 
that education or more specifically, better-educated men and women are 
good for the insurance industry. 
\ alter H. Bennett came up with the right answer (education), but had 
the wrong reason for arriving at that answer. He made a plea for insur-
ance education by appealing to the selfish vested interest of those con-
nected with the insurance industry. The professional approach would have 
been to plea· that better-educated men and women could serve their fellow 
men better. Therefore, since such a policy would ge good for the country, 
it would be advisable for the insurance industry to adopt such a plan. 
N~. Bennett's plea was: that better-educated men and women would make 
for better business. That Dl~. Bennett was thinking in terms of pre-
miums, profits and income is best demonstrated by his own words: 
11A better educated production and supervising 
force in this country will beyond question 
produce additional premium income which in 
potential volume we believe will be far in 
excess of the time and money invested in the 
ehterprise ••• an educated field force is not 
only a substantial line of defense for insur-
ance but should readily convert itself into an 
aggressive insurance advance. 11 
From the point of view of the author, the thinking is more properly 
oriented by those who administer the program of the College of Life 
Underwriters and the American Institute for Property and Liability 
Underwriters. 
In an effort to obtain information about, among other things, the 
licensing procedure in the various States, I sent a questionnaire, (a 
copy of which can be found in the appendix) to the members of the 
National Association of Insurance Commissioners. The results of the 
survey are interesting, but they lack the significance they might have 
attained if the questionnaire had been conStructed better. There are 
more members than States because Texas has three commissioners, a 
representative from the District of Columbia is a member, and the com-
missioners in the Territories, such as the Canal Zone, Alaska, Hawaii, 
Puerto Rico and the Virgin Islands are also members. I failed to 
receive answers from only five states. 
All of the States license agents. Seventeen States do not require 
the agent to take a written examination in order to obtain a license. 
At least thirteen states do not license brokers at all. Perhpas the 
reason is an attempt to fix responsibility upon insurance companies for 
the acts of their agents. A broker, legally, is the representative of 
the insurance consumer. It may very well be that t hose states which 
have not seen fit to license brokers have considered the incongruity 
of a situation wherein a broker represents his client, but receives 
his compensation (not from the client but) from the agent or company 
with which he places the insurance. 
The National Association of Insurance Agents has been the driving 
force for a standard, agents• qualification law which would require all 
agents to pass a written examination before they obta~ned a license. 
The obvious purpose of such laws is to assure the public that the 
licensees have attained some minimum standard knowledge of the industry. 
While much good can come to the whole industry by all states enacting 
such legislation, it would be naive for one to place his faith in such 
legislation as a cure-all for attaining standards of professionalism. 
The difficulty of the examinations currently varies _so widely from atate 
to state that it would be erroneous to presume that anyone who passes 
such an examinat i on, wherever it might be administered, is competent. 
As early as 1935 Professor Huebner recognized that it would be not 
enough to license agents; he suggested, in the property field, the 
establishment of the C.P.U. (later C.P.C.U.) designation. 
The licensing of solicitors, or sub-agents, in at least twenty-four 
states may indicate some intuitive awareness of the need for a system 
of internship, or apprenticeship. 
As early as 1934 a prominent New York broker suggested that appli-
cants for an insurance agent's and broker's license serve a period of 
apprenticeship before they were permitted to take the examination. 
Presumably, he would have the examination made more difficult so .that 
it would require more preparation before one could pass it. His pro-
posal was made as a constructive alternative to a previous suggestion 
that 11 overcrowding 11 be handled by requiring the payment of a ~~500 per 
year license fee. Whereas the license fee proposal would have been 
uneconomic, IV'Jr. Levy's proposal was designed to assure the public of 
a minimum of competence and eliminate the incompetents by a higher 
standard of licensure. 
The fact that at least fourteen states find it necessary to license 
public adjusters who, for a fee, represent the claimant at time of a 
loss, is shouting, shocking proof of the need for further professional-
ization of the industry, and at the same time a reflection upon the cur-
rent status of relationships. It has been suggested that, as funeral 
directors are said to bury the mistakes of doctors, adjusters bury the 
mistakes of agents and producers. The need for the existence of public 
adjusters is an indictment of the industry. Until the reasons which 
cause the need for public adjusters to exist are removed from the 
behavior patterns within the insurance industry, the industry cannot 
be said to be truly professionalized. (Here is a suggestion for a fur-
ther, subsequent study which, I suspect, would be fascinating). 
Even when the law of a state does not require a new applicant for 
an agent's license to pass a written examination, the application usually 
requires the person (in at least forty-two states) to indicate an unaware-
• ness of unfair or illegal trade practices (such as rebating or twisting). 
Twelve coJ~dssioners stated that they did not consider it was their 
job to inquire about professional ethics in the insurance industry. One 
should not construe this statistic to mean that there are twelve commiss-
ioners who don 1 t care about professional ethics. The question was poorly 
phrased. No doubt many of the respondents were indicating that the law 
spelled out their job functions, and (if anything which I would term as 
professional ethics, happened to be in the law) they would, of course, 
carry out the law. They may have been trying to sa:y that they were not 
11do-gooders 11 and did not consider it part of their job to be concerned 
with anything other than legal · behavior. 
The fact that nineteen commissioners indicated that there was some 
disciplining force such as censuring by an a.gents 1 association, may 
indicate that there is a vague ground-swell of awareness already exist-
ing in at least nineteen states for the necessity of some machinery for 
professional control of the industry. 
Especially interesting to me was the fact that only seven sta·tes 
require the applicant to demonstrate that he is aware that the Federal 
government also regulates the insurance industry. One can only specu-
late as to the reasons why so few states require this knowledge. Per-
P~ps the examiners or the licensors presume that all applicants are 
literate, read the newspapers, and, therefore, are aware of the fact 
that the Federal government continues to regulate some activities of 
the insurance industry. Perhaps the conflict in jurisdiction between 
the states and the Federal government is still so unsettled that the 
examiners prefer to wait until some clear-cut policy is established 
before they require applicants to show their awareness of the activities 
of the Federal government in this sphere. One would be unjustified in 
imputing motives for the fact that only seven states require this infor-
mation. It may be due to a jealous attempt to maintain the state's 
sovereign right to regulate the insurance industry that causes some 
insurance departments to bury its 11 head in the sand 11 • It must be 
obvious that any kind of licensing procedure serves to limit the supply 
of persons eligible to perform the services for which they were licensed. 
The requirement of a written application for example, automatically eli-
minates all the non-literate. Yet twenty-five commissioners stated there 
was no limitation whatsoever on the number of licensees. At the same 
time, t wenty commissioners felt the difficulty of the examination limited 
the number of licensees. Could we conclude that in the fifteen states 
where examinations are required, and yet the difficulty of the examina-
tion is not a force serving to limit the nt~bers who obtain licenses, 
that the examination is so simple that any literate person could pass it, 
or that the exawination is not even read? Perhaps the question on my 
questionnaire was so obtuse that it defied answering in any meaningful 
manner. 
It may be mere rationalization to observe that the approach used in 
this monograph to consider the social control of the insurance industry 
in three various areas--by the process of competition, by the process of 
professional behavior, and by the process of government guidance--is 
correct. In any case, fifteen commissioners said that the control of the 
number of licensed producers was exacted by sheer force of competition. 
Previously I pointed out that nineteen comr~ssioners were aware of a 
disciplining professional f orce other than a legal one, and at least 
twenty commissioners feel that the activity of their governmental 
administrative agency serves to control the number of licensed producers. 
SUMi\IJARY l1Jill CONCLUSIONS 
The Concept of Professiona1ism 1g the Insurgnce Industry was first 
conceived as a project involving an exploration of the components of an 
ideal concept of professionalism, and then identifying the extent to which 
the present concept or concepts of professionalism actually held within the 
insurance industry measure up to the standards set by the ideal. 
It soon became apparent that it woul~ be impossible to discuss 
professionalism in the insurance industry without orienting this concept 
within a broader framework of the industry as a whole. 
With what was, for me, a rare insight, I conceived the insurance 
industry as a socio-economic financial i nstitution controlled by (1) the 
process of competition, (2) by the application of professionalism and 
(3) by the application of governmental guidance and direction. After I had 
established this framework of reference, without my help, Professor Howard 
R. Bowen, writing i n The Annals, January 1955, suggested a similar framework 
for the study of business as a whole. I am not at all clear that this tool 
of analysis is applicable to all industries. It is my intuition that it 
has relevance, at the moment at least, ·for financial institutions in our 
economy. 
The social sciences have not as yet developed an index, or a yard-
sti ck by which one can measure the extent to which professionalism exists 
in any occupation. For that reason the word 11 concept 11 was well chosen. 
Concept means a thought, or an opinion, or a general notion. Even though 
other social scientists have devoted considerable attention to the notion 
of professional behavior, it has been perhaps quite naturally, the sociolo-
gists, who have done more than all others in analyzing and describing the 
process through which an occupation becomes professionalized. I found it 
helpful to group the definitions (or concepts) o~ professionalism around 
three topical headings: 
(1) Historical (lexicological). 
(2) Descriptive. 
(3) Persuasive. 
It is true .within the insurance industry, as it is generally among other 
occupations, that the historical and descriptive notions of professionalism 
are fairly easy to discover. If we take the persuasive type of definition 
to be the laudatory, or exhortatory, we do not have much difficulty either. 
It is in the area of working out a persuasive-operational definition that 
gives us the most difficulty. It is here that we encounter the necessity of 
establishing a code of ethics, and enforcing that code by whatever sanctions 
are necessary. Here the main work is yet to be done in this field. 
The word 11industry11 in -the title was chosen advisedly. The text in-
sists that a distinction be drawn between 11 business 11 and "industry". It is 
my conviction that one of the central problems of our civilization is that 
of communication. Economists have, with justice, been chided for their 
slipshod use of terms. Therefore, my insistence upon identifying the insur-
ance industry as an industry rather than a business is a point neither from 
which I need to retreat, nor for which I need to apologize. 
One of the most gratifying experiences in associating myself with 
this project was a letter from Professor s. S. Huebner who, after an inter-
view in Philadelphia, wrote to me, saying, 11It gives me satisfaction to 
know that our professional concept of the life underwriter is the same11 • 
It was Professor Huebner who had written a pioneering pamphlet on this 
topic. I was unfamiliar with his work until I started to do research f'or 
this paper. (He now plans to write a book on the History of the Profession-
~ization Q~ !Qe Life Underwriter which will be the story of the American 
College of Life Underwriters from its inception to date.) While the names 
of Professors McCahn, Gregg, McGill, and Graebner come to mind as leaders 
in the professionalization of life underwriters, the name of Dr. s. S. 
Huebner still looms largest. It is he alone who bas explicitly addressed 
himself to the topic of professionalizing the life insurance underwriters. 
In t he field of property and casualty insurance, the name of Dr. 
Harry Loman comes immediately to mind as one of the outstanding leaders. 
But in this area, it has been three men in the field (men who are actually 
producers or associated with producers of insurance) who have addressed 
themselves especially and particularly to the topic of professionalization 
of the property and casualty underwriter. Messrs. H. K. Duke, B. J. Daenzer, 
and Mil Landis have made gallant stabs at exhor ting their colleagues toward 
a higher plane of professional behavior. One of their common weaknesses, 
as it has been with Professor Huebner, is a failure to identify the neces-
sity of the group of professionalists working out and enforcing a standard 
of behavior as a sine ~ ll£U of a profession. 
Our dynamic-capitalistic economy has changed in many respects in 
the last fifty years. No longer is profit the sole criterion for measuring 
the extent to which an industry, or a firm, is "successful". Rather, firms 
are measured, and their managers are aware that they are evaluated, by the 
extent to which they contribute toward accomplishing the explicit (or 
implicit) ~ of our economic society. Professor John M. Clark and 
Professor Howard R. Bowen, more than all other economists, have addressed 
themselves to identifying those goals. It is in this context that the 
social control o:r the insurance industry has meaning. 
In this monograph it was necessary to orient the insurance industry 
within a market properly described as one of monopolistic competition. A 
monopolistically competitive market has special and precise meaning for the 
economist. The insurance industry consciously and purposefully avoids price 
competition among 11 competing 11 firms, Indeed, a proper question to pose is 
whether or not price competition is incompatible with the development of a 
professionalized occupation. Thus, the advent of Sears-Roebuck's All-State 
Insurance Company into the insurance industry as a price-cutter may serve 
to set back a trend toward further professionalization. On the other hand, 
the "American Agency System" has its real significance for economists because 
of its ability to differentiate its product. Thus, to the extent that those 
producers operating under the agency system are able to continue to differ-
entiate their product in meaningful terms in the minds of the consumers, 
one might expect that the stimulus given by All-state will force further 
professionalization by those who are aware of its connotations. 
As yet, the insurance industry has shown no awar$ness of the implications 
or repercussions on public policy of resale price maintenance agreements (quasi 
11fair trade" pacts which result from rating associations promulgating rates 
to which subscribers adhered. 
The problem of compensation of the insurance professional lies at the 
core of the development of further professionalization. It seems a bit 
incongruous that the compensation for the insurance producer must come from 
the insurance companies. It makes no sense to argue that the premium ~ 
by the insurance consumer contains a 11 slice11 for the producer. The matter 
of compensation is in no way a matter for bargaining between the consumer 
and the producer of insurance. Rather, it is a matter for "bargaining" 
,between the producer and the company with which the insurance is placed, 
or for which the insurance is written. Perhaps the nub of the problem is 
found in the matter of bargaining between iii:Surance consumers and insurance 
11 counselors 11 • Insurance buyers, for example, generally are compensated by 
a fixed salary. The function of insurance buyers is described in the text. 
They enjoy a status above and beyond that of any other llinsurance-producing" 
group. 
It is the life insurance underwriters who have been in the forefront 
in last fifteen years in the development of further professionalization of 
the insurance industry.Curiously enough, it has been they who, at the same 
time, were the ones who compromised (albeit unwittingly) their position 
and status by demanding a "draw" or salary (e.g. debit men selling industrial 
insurance). Perhaps, then, the problem is not whether a fee is paid rather 
than a s.alary, but rather the problem is found in the relationship between the 
buyer of insurance and the one who counsels or advises him. That relationship 
is where we may find fruitful research in the future. 
Perhaps the most original section of this monograph is the discussion 
of the social control of the insurance industry by the process of professional 
"selling". If one were to rank the performance of insurance producers in 
order of ascending status, he would list (1) order-taking, (2) high-pressure 
selling, (3) advising, (4) low-pressure selling, (5) guiding, and (6) counsel-
ing. Careful note should be made of the distinctions among each of these 
behavior patterns. The order of ranking is based upon the time involved in 
the process, and the skill required. Since the first four of th~ terms are 
generally familiar ones, it remains simply to define, or describe, guidance 
and counseling. 
Guidance is herein conceived as a teaching-learning experience. The 
person giving guidance gives direction and suggests courses of action t6 the 
person who is being guided. The insurance consumer frequently does not know, 
or is only vaguely aware, of the risks he faces. Therefore, he needs 
direction in the course of action which is proper for him to undertake if 
he is to solve the problems facing him. 
Counseling, on the other hand, is concerned primarily with enabling 
a person to make the right choices and to have the courage to take the 
action necessary to carry out the things which he knows he should do. Thus, 
the insurance consumer who knows what is right for him, but who is reluctant 
to undertake the proper course of action, when properly counseled, develops 
in himself the necessary prudence which enables him to act as a responsible, 
rational citizen. The counselor, however, cannot develop prudence in the 
counseled. Rather, prudence is a virtue which one develops within himself. 
The very nature of counseling (in that it develops prudence, and since 
prudence is incommunicable) makes counseling inherently difficult. 
Professor Edward C. Burak, Ed~tor of the Haryard Business Review, 
whose article on "Low-Pressure Selling" I criticized in my discussion of 
professional 11selling11 , read this section. In a letter to me, Professor 
Burak declared, 11I feel that you have made some good points and, even 
more important, called attention to matters that really need to be brought 
out into the open am analyzed. 11 
Professor Robert K. Bain, of the University of Chicago, also read 
this section and observed, in a letter to me, that 11 I thought this was 
an extremely relevant and important discussion and yours was the first 
attempt I have seen to really explore the problems and dilemmas involved 
in making professional selling any more than a platitude. 
I am confident that the heart of the problem of 11 selling" insurance 
by the insurance professional lies in the interpersonal relationship between 
the producer and consumer of insurance. In our economy, as we have become 
more productive (and as our productivity has increased), we have become 
necessarily more and more interdependent upon one another. But this inter-
dependence and specialization has brought with it a kind of impersonal 
relationship between buyers and sellers. It has been in those occupations 
which have retained, or reacquired characteristics similar to the medieval 
guilds that a high degree of professionalization is noticeable. Perhaps 
an awareness of this fact by the Society of C.P.c.u.s and the Society of 
C.L.U.s will foster a further growth of guildism and professionalism within 
the producer 1 s rank of the insurance indus try. In any case, whatever merit 
my discussion on professional 11selling11 may have, it may be attributed to 
the identification bf the real problem existing in the relationship between 
the insurance buyer and the insurance 11 seller11 • 
Now we may turn our attention to the present concept of professional-
ism in the insurance industry. It is fair to say that in both the life and 
property fields, the concept of professionalism mainly consists of the 
following component ideas: (1) The agent must be well-trained, and (2) The 
agent should give customer-centered services. There seems to be no expressed 
awareness, by any of the writers in the field of insurance, either of the 
long history of the development of other professionalized occupations, or 
the component elements of other professionalized occupations. For example, 
it seems to me that it is impossible for a profession to exist without an 
organized and collective body of support and sentiment for the practitioner. 
That is to say, there must be a code of behavior which is established by the 
practitioners, administered by the practitioners; and any sanction of those 
who deviate from such a code, must be imposed by the practitioners. Instead, 
the industry has refrained from examining and facing the kinds of considera-
tions which I have here raised, some of the dilemmas inherent in the selling 
process, and have preferred to wallow in vague generalizations about "the 
golden rule" or 11 service11 , or some such 11 gobbly-gock 11 • 
This monograph has demonstrated that there are many elements common to 
all professions. The professional must participate in a long and rigorous 
period of education and training; perhaps this is better stated as that he 
must have both liberal and technical education; some have said that it is 
necessary for the insurance professional to have theoretical education, 
followed by practical on-the-job internship. In any case, a learned voca-
tion, a professional occupation involves the mastery of principles and their 
interrelationships, and the development of the ability to work back from facts 
to principles. The work done (the service performed) by the professional must 
have a practical application. It must be important to the consumer; it must 
be necessary to the welfare of the consumer. The professional need not be a 
scientist nor be advancing the frontiers of knowledge; he must, however, apply 
science and apply knowledge--in one description, one may say he uses more 
brains than brawn. Because of the importance of the work of the professional, 
he enjoys prestige, privileges, and political power which is bestowed upon 
him by the community. He must, however, assume a personal responsibility 
which cannot be delegated to anyone else under any condition. The professional 
operates in those areas where society cannot tolerate a condition of caveat 
emptor to apply to the market situation. What is a routine, practiced art 
for the professional is an emergency problem-solving situation for the client. 
The services rendered by the professional, from his point of view, can be an 
end in itself; but from the point of view of the consumer, the services are 
a means or an instrument to an end (i.e. problem solving). 
While all professions find it necessary to restrict the supply of 
practitioners (for whatever reason), they also recognize their duty to work 
toward the elimination of the need for their services. Thus, safety education, 
to the extent that it _is successful, for example, lessens the possibility of 
risk of loss due to accident. While the individual professional must disci-
pline himself, many activities of the professional group can be performed 
by a group. For example, the standards for education and training must be 
prescribed by a professional association (and not some outside insurance 
company or state institution). Obviously, one who practices a profession 
must be in the process of studying continuously. 
One of the many problems which I have identified, but have been unable 
to resolve, is whether or not an industry may become professionalized. Per-
haps, it is t~t only en occupation may become professionalized. This dilemma 
may account for part of the difficul~y which I had in resolving a proper atti-
tude toward advertising. Perhaps it is stretching the concept of profession-
aliza.tion too far to make it include the entire insurance industry. In retro-
spect, perhaps a better description of the industry would be the institutionali-
zation of social control therein. 
Another unresolved question is whether or not financial success of an 
occupation is a condition precedent to its professionalization. In other 
words, must the practitioners attain sufficient financial security so that 
they can afford to adopt 11 professional11 attitudes? My feeling is, and the 
history of the medical profession seems to bear this out, that the importa~ce 
of the function performed rather than the income level of the practitioners 
is the determining factor. 
In exploring group activities by professionalists, I found it important 
to differentiate among those activities which might be termed moral, or ethical, 
or legal. While there is overlapping in the spheres of human activity (by the 
insurance professional as well as by other professionals}, at the same time 
part of the behavior pattern is distinctive and can be catalogued. I don't 
believe it is merely a matter of splitting hairs to distinguish between moral-
ity and ethics, particularly in this area. While morality is derived from the 
group habits of a societal organization, ethics connotes a kind of rightness--
a kind of reason and foresight in human conduct. Thus, more reason and less 
emotion is involved in ethical behavior than in moral behavior. Obviously, 
the two notions do not permit a clear-cut differentiation. However, failure 
of the insurance professional to be aware of this distinction has resulted in 
a usurpation of what is properly his sphere area by the State (cr. "Code of 
Insurance Ethics, for the State of Tennessee'! et al.) 
The failure of personnel within the insurance industry to realize the 
importance of developing themselves as professionals, has resulted in an 
attempt to control both the price and the content of insurance policies by 
a process of competition, publicity, and custom. Also, self-regulation by 
insurance companies who sought to join together in their OW"n interests, while 
giving lip-service to serving the public, has ultimately resulted in more and 
more control by the States. This is to say that the vacuum which existed 
--
because of an almost complete lack of any notion of professional behavior 
befor e 1914 (the German Alliance Case) resulted in public control of some 
phases of the insurance industry by statutory law or by administrative law. 
Failure to identify insurance companies as rather specialized public utili-
ties, and, therefore, subject to regulation or control by law has resulted 
in insurance personnel ranting and raving against what they alleged to be 
governmental "interference". Quite obviously, there has been little awareness 
of the responsibility inherently imposed upon persons dealing with as vital 
and necessary a commodity as insurance to become professionalized and to 
exhibit professional behavior. Failure to understand the nature of a 
profession has resulted in a demand for less governmental interference and 
regulation of the industry, and in a vague plea for the public interest to 
be served by some vague thing known as "competition". The text has cited so 
many recognized authorities who have declared that the economy of the United 
States has never, and cannot now, rely upon the "unseen hand" automatically 
to guide our destiny. Rather, goals must be established, and po~tcies worked 
out to attain those goals. When, in ignorance, insurance producers ab:iicate 
thei r responsibility as professionals, they should expect governmental direc-
tion and guidance to force a higher degree of attainment of those goals than 
would otherwise accrue to the public. 
The problem of licensure of insurance producers was treated as a spec-
ialized problem. While the very idea of specialization implies a restricted 
membership regulated by a central authority, it does not follow that that 
central authority must be a governmentally-sponsored licentiate. It could 
very well be an independent group of specialists which would establish its 
own norms and own process certification. Perhaps we have both in the 
insurance industry today. Perhaps the certification of C.P.c.u. and 
C.L.U. is a kind of supra-governmental designation. In any case, all 
States now license insurance agents. However, seventeen States, as of 
the first of this year, still required no written examination, and thir-
teen states did not license brokers. Perhaps the reason for not licensing 
brokers is an intuition that since a broker legally is the representative 
of the client, but at the same time receives his compensation from a com-
pany, the very existence of a broker places him in a tenuous position. 
It may be mere rationalization to observe that the approach used 
in this monograph is correct in considering the social control of the 
insurance industry, that through three various phases, or prongs--by the 
process of competition, by the process of professional behavior, and by 
the process of governmental guidance. In any case, fifteen Commissioners 
of Insurance, in reply to my questionnaire, said that the control of the 
number of licensed producers was exacted by the sheer force of competition. 
Nineteen Commissioners replied that there was a disciplining, professional 
force other than a legal which served to exert control over the behavior 
of the insurance producers. Twenty Commissioners felt that the activity 
of their governmental administrative agency (at a minimum, through its 
examination)served to control the number of licensed producers. 
If one interprets the remarks from this summary to mean that I am 
pessimistic about the professionalization of insurance producers, he has 
only to read the text to be dissuaded from such an opinion. Rather, this 
monograph has assimilated an impressive amount of evidence to indicate 
that a concept of professionalism does exist, that it could be improved 
upon, and that a further development is necessary and proper, both for 
the good of the insurance producers and companies and for the public. 
One final conclusion should be heartening to every citizen who 
becomes familiar with this work: in view of the complexity that is the 
modern American economy, all should be enthusiastic with the progress 
toward professionalization of insurance personnel made to date and the 
hope that such progress holds for the future. For, indeed, whatever is 
really good for the public is good for the insurance industry. 
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